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UK government Stockholm stock 
accepts $35m exchange probe 
over De Lorean into Swedbank 
cars collapse share dealings 


The UK government wfll today 
announce settlement of its 
12-year legal battle over the De 
Lorean sports car scandal after 
agreeing to accept damages of 
$35m from Arthur Andersen, the 
international accountancy firm it 
had accused of negligence. Hie 
Belfast-based company collapsed 
in 1982. Page IS 

Brussels Oftx Immunity 

The European Commission lifted 
the diplomatic immunity of three 
officials so they could be ques- 
tioned by Belgian magistrates as 
part of an investigation into 
alleged fraud. Page 2 

Car sales surge in Europe 

New car registrations in western 
Europe surged by 83 per cent 
last month, well ahead of indus- 
try expectations. Page 2; Brazil 
car sector shxmts into reverse. 
Page 5 

Turitfsli sell-offs In T*Tmqr- 

Torkey's privatisation pro- 
gramme is on the verge of stall- 
ing four months after Mesut Yfl- 
maz became prime minister, 
premising to cot inflation rates of 
almost 100 per cent. Page Z 

Netanyahu to moot Albright 

US secretary of state Madeleine 
Albright is to meet Israeli prime 

minister Rpi^jamin hte teny whn in 

London today to discuss the 
Israell-Palestmian peace accords. 
Page 7 

Nadar dashes with Microsoft 

Microsoft described as “laugh- 
able” a claim by consumer activ- 
ist Ralph Nader that the software 
company was attempting to gain 
control of the content of the 
internet Page 5 

US acts on health 

The Clinton administration 
sought to align its trade and 
health policies on tobacco by 
pledging that a health represen- 
tative would be present at all 
trade negotiations. Page 5 

Warning to avoid » <■«■*■■» ■ 

The US warned Americans to 
defer travel to Pakistan following 
the murder of four US oQ. work- 
ers in Karachi. Page 4 j 

Moroccans go to polls 

More than 13m Moroccans are to , 
elect a 325-member lower house 
today, in a poll the government 
says is proof of King Hassan’s 
democratic intentions. Page 7 

SA business Isadora attached 

South Africa’s business leaders 
were accused of "lying through 
their teeth” about their stated 
objections to the apartheid sys- 
tem. Page 7 

Washington boosts aid 

The US House of Representatives 1 
passed foreign affairs legislation 
that reverses declines in foreign 
aid but fails to pay United 
Nations arrears. Page 5 

IRA rejects clams of spot 

The Irish Republican Army 
rebutted reports of mass resigna- 
tions as “fanciful” , claiming it 
was “united and committed” to 
the Northern Ireland peace pro- 
cess. Page 8 

Music Industry to test DVD 

Record companies are to test 
rival versions of DVD Audio, the 
advanced digital discs billed as 
the compact disc of the future. 
Page 6 

Crime tans In England 

The number of crimes recorded 
in England and Wales fell far the 
fourth consecutive year. Page 8 

Atlantic rowers rescued 

Two British brothers missing for 
a week as they took part in a 
rowing race across the Atlantic 
were rescued from their home- 
made boat about 900 miles south 
of the Azores. 
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Clinton accuses Baghdad of ‘unacceptable’ challenge Chase loses 

Iraq expels US inspectors e^Sne 


The Stockholm stock exchange 
has launched an inq uiry into 

alleged share price manipulation 
on Wednesday by traders at 
Swedbank. one of Sweden's larg- 
est fiminria) services groups. The 
bank acknowledged there was "a . 
mistake by traders", but denied 
there had been any share price 
manipulation. Page U . 

Volkswagen, German carmaker, 
said it no longer ruled out the 
possible acquisitions, heighten- 
ing speculation that it is prepar- 
ing a bid far Rolls-Royce. Page 13 

Euro Disney, which runs the 
Paris-based theme park, reported 
rising visitor numbers hotel 
occupancy - allowing it to pay 
off some of its FFrl5bn ($2Jbn) 
debt Page 13 

Erste Bank, Austria's second 
biggest bank, launched what it 
hopes win be the cou nt r y’ s big- 
gest share issue with a SchTbn 
($S77m) initial public offerin g of a 
quarter of its equity. Page 15 . 

Asian market turmoil is not an 
immediate threat to US prosper- 
ity, Fed chairman Alan Green- 
span tdd a Congressional com- 
mittee. Page 4 

Veba, Dfisseldorf-based 
conglomerate which listed in 
New York last month, reported 
acce jp prtiTig pamrng g at the nine- 
month stage, with pre-tax income 
up LL2 per cent to DM2.79bn 
($L62bn). Page 15 

Budapest's stock exchange 
plunged by 12.72 per cent the 
second steepest drop in its his- 
tory. after a 7.72 per cent fall on 
Wednesday. Page 3 

Volvo, Swedish auto group, may 
defer investments in its car 
operations in several south-east 
Asian countries for up to four 
years because of the region's eco- 
nomic turbulence. Page 16 

Dhwnl Joan, the US retail 
stockbroker, is to open 400 offices 
in the UK within seven years, 
making it one of the 10 biggest 
brokers in Britain. Page 8 

Ookfanan Bachs and Morgan 
Stanley, US investment banks, 
are set to lead a $362m Chinese 
equity issue after pan-Asian mer- 
chant banking group Peregrine 
was removed from Ifee top riot 
Page 12; Peregrine receives apol- 
ogy. Page 14 

l iana JB rg RtadkriY, a dominant 
euromarket figure in in the 1980s, 
is prepared to buy backfall con- 
trol of MC-BBL, the eastern Euro- 
pean investment bank he 
founded two years ago. Page 13 

Swots Bank Corporation and 

NationsBank, of the US, are the 
latest foreign institutions given 
the godhead to acquire invest- 
ment hanks in Brazil. Page 17 

Mhi t o n do, Japanese video games 
manufacturer, pasted a strong 
I first-half performance , thanks to 
its 64-bit machine and new hit 
game Pocket Monsters. Page 14 

Ai^lo Amsdcan Corporation, 

the world’s biggest gold pro- 
ducer. is opposing the planned 
creation of rival company Goldco 
by Gencor and Gold Fields of 
South Africa. Page 15 

Advanced Micro Dvrices, one 

of Intel's few rivals, saw its 
shares fell to their lowest level in 
more than a year after the shock 
resignation cf key executive 
Vinod Pham. Page 17 

Honda, Japanese auto maker, 
made record sales and prefits in 
the six months to September 30 
after a strong performance in 
North America and Europe mare 

fhan offend-, *t fthanr p fall ir> tho 

home market Page 13: Chinese 
takeover. Page 6 



President Clinton, who described Iraq’s stance as unacceptable 


By Laura saber and Michael 
Littlejohns in New York and 
Bruce Clark in Washington 

The United Nations Security 
Council was preparing to meet in 
emergency session last night 
after Iraq expelled US members 
of a UN arms inspection mission. 

President Bill Clinton yester- 
day accused Iraq of mounting a 
“clearly unacceptable” challenge 
to the world community. 

In response to Iraq's action, the 
UN will today withdraw all but a 
“skeleton staff” of inspectors 
from Iraq, crippling the mission 
to dismantle Baghdad's weapons 
of mass destruction, in force 
since the end of the Gulf war. 

The UK, which has stood 
firmly with the US since Iraq 
invaded Kuwait in August 1990. 
yesterday despatched the aircraft 
carrier, the HM5 Invincible, to 
the Mediterranean from the 
Caribbean as “a precautionary 
measure”. 

Baghdad gave the American 
weapons inspectors six-and-a-half 
hours to leave the country - a 
direct reaction to Wednesday's 
unanimous Security Counci] res- 
olution to impose a travel ban on 
senior Iraqi officials who obstruct 
UN inspections. 

Richard Butler, the Australian 
chairman of the UN disarmament 
commission (Unscom), said 72 UN 


personnel would leave today by 
air. The Iraqis rejected his appeal 
to allow the six US inspectors to 
depart by air; they were set to 
leave last night by road for Jor- 
dan. Only nine members of the 
team and some of their Chilean 
helicopter crew wifi remain, to 
look after UN facilities. 

Mr Clinton held an emergency 
meeting with his foreign policy 
advisers yesterday, but US offi- 
cials stressed this should not be 
interpreted as a signal that mili- 
tary action against Iraq was 
imminent. 

Mr Clinton said the arms 
Inspections designed to stop Iraq 
acquiring weapons of mass 
destruction were "important to 
the safety of the world” and must 
be allowed to go ahead unim- 
peded. 

The international relations 
committee of the House of Repre- 
sentatives. in one of its last 
moves before going into recess, 
voted unanimously to support 
unilateral US military action if 
other measures failed. 

The Pentagon said last week I 
that significant US forces were 
available in the Gulf to take 
part in punitive action if neces- 
sary: 18.000 servicemen. 17 ships, 
and 205 combat aircraft. 

Continued on Page 12 
Commodities, Page 22 


India to lift ban on imports 


By Mark Nicholson 
In New Delhi 

India yesterday committed itself 
to lifting its decades-old blockade 
of 2.700 types of consumer 
imports by announcing bilateral 
trade deals with the European 
Union and with Australia. 

The deals - which trade offi- 
cials said would take effect 
almost immediately — will lead to 
a phased removal of all restric- 
tions on consumer goods imports 
by 2003. 

Trading partners have long 
been in dispute with India over 
Its o utri g h t ban on imports of 
thousands of consumer items. 
Including processed foods, tex- 
tiles, gemstones and goods such 
as wristwatches. 

The terms of yesterday's deals 
did not satisfy the US, which will 
seek a more aggressive opening 
of India's consumer market 
through the disputes procedure 


Blockade on 2,700 consumer 
goods to be phased out 


of the World Trade Organisation. 

Other western trade officials, 
though, hailed tiw agreements as 
a breakthrough. 

“It is the beginning of the end 
of 40 years off trade protection," 
said one. 

Sir Leon Brittan. EU trade com- 
missioner, said he was “very sat- 
isfied” with the settlement He 
called it a “significant improve- 
ment in market access for EU 
exports". He said: “EU priority 
products are ensured early liber- 
alisation.” 

Under the Australia deal, India 
will remove restrictions on 177 of 
the 2,700 banned items within 
three years, including bans on 
imports of some food items, 
juices and some precious stones. 


such as opals and sapphires. 

In a second two-year phase. 
Delhi will lift restrictions on 
another 208 items, including fish. 
vegetables, jam. rubies, pearls 
and some textiles. The remaining 
restrictions would be lifted in 
2003. 

EU officials said that under 
their deal most priority products 
would be freely exportable to 
India by 2000. The EU accounts 
for about a quarter of both 
India’s exports and imports. 
Total 1996 tradewas Ecui8.4bn 
(S21.16bn). 

The US said It was still dissat- 
isfied with the "loading" of 
India's proposed liberalisation 
timetable. 

The US said it would formally 


repeat a call next week for a 
WTO disputes panel to rule on 
India's imports regime. 

A ruling in favour of the US 
could force India to liberalise 
fully its import regime within 
two years. 

India had resisted opening its 
consumer goods sector, claiming 
protection under a WTO clause 
allowing restrictions where coun- 
tries face balance of payments 
problems. 

India’s trade partners argued 
that improvements in India’s 
trade balance and reserves made 
sucb protection unjustified. 
Indian currency reserves exceed 
$28bn, covering more than seven 
months of imports. 

US officials said that while the 
phase-out contained in the EU 
and Australian agreements 
would apply to all of India's WTO 
trading partners, the US saw no 
reason to withdraw its case at I 
the WTO. I 


emerging 

markets 

turmoil 

By John Authers in New York 

Chase Manhattan, the largest US 
bank, yesterday disclosed a pre- 
tax trading loss of about SI 60m 
during October as a result of vol- 
atility in south-east Asian and 
Latin American markets. 

The news followed speculation 
that several large US “money 
centre” banks had sustained 
heavy losses last month. Initial 
reaction was that the problem 
was a localised difficulty already 
at an end. and the bank's shares 
avoided significant losses during 
morning trading even though it 
admitted it might not be able to 
achieve its previously announced 
target of 15 per cent profits 
growth for the year. 

Chase said the loss was created 
in the latter part of October by 
“sharp price declines and a loss 
of liquidity for certain securities, 
particularly emerging markets 
securities”. It appeared that the 
losses were mostly created in 
Latin American securities rather 
than in south-east Asia and that 
they were mostly in fixed 
income. 

Analysts' reaction, as reported 
to First Call, was to mark down 
Chase's projected profits for the 
quarter slightly but leave esti- 
mates for next year untouched. 

Robert Albertson, banking 
analyst at Goldman Sachs, rec- 
ommended buying Chase at the 
current low valuations and said: 
“It’s fairly clearly a one-time 
event and unique in the sense 
that the damage was not caused 
in Asia bnt in Latin America.” 

Chase’s share price wobbled 
throughout the morning, but 
never fell significantly. Shares in 
most of the banking sector, 
including banks with extensive 
international operations, were 
showing robust gains for the 
morning. 

By midday. Chase Manhattan's 
shares were down $1& at SMKrL. 
while JJ*. Morgan were down SI/ 
8 at $10B'/«. Citicorp fell SI to 
$L15£. BankAmerica. another 
money centre witb extensive 
trading interests, gained to 
870%. 

Several European banks 

Continued on Page 12 
Editorial comment. Page 11 
Bang or bust-up? Page 11 
Wall St cool. Page 17 


Saison plans spring 
float for hotels chain 


By Scheherazade 
Daneshkhu, Leisure 
Industries Correspondent 

Inter-Con tin ental Hotels and 
Resorts, one of the world’s larg- 
est hotel groups, plans a flotation 
next spring which is expected to 
value its hotel operating com- 
pany at more than Slbn. 

The chzui is owned by Saison. 
the Japanese retail-based group, 
which is likely to retain control 
of through a majority stake of 
between 50-60 per cent. It 
appointed Salomon Brothers as 
its financial adviser a year ago to 
handle its flotation plans. It aims 
to seek a listing on. the New York 
stock exchange and maybe a sec- 


COMMENT & ANALYSIS 

• Boycott hi Qatar 
Editorial, Page 11 

• The singular H ol lywood mogul 
Arts, Page 9 

• Japan's need for revamp 
Page 11 

• Bartaconi's struggle 
European News, Page 3 


ondary listing in London or 
Amsterdam. 

Inter- Continental has 210 
hotels, mostly under manage- 
ment contract. In 76 countries. Its 
hotels are mostly four and five 
star though it also operates in 
the mid-market through it6 
Forum brand. 

Saison is keen to tap financial 
markets to fund the expansion of 
Inter-Continental at a time of 
increasing competition and con- 
solidation in the hotel industry. 
The group is strong in Latin 
America and Europe and aims to 
increase its presence in the Asia- 
Pacific region. The international 

Continued on Page 12 
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Something to celebrate: Base 
metal mining in Spain 
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You know the investment potential 
of “La Tache 1990” and “Chateau Petrus 1990”, but are 
not so sure about High Flyer and Blue Chip. 
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NEWS: EUROPE 


Commission expected to insist on bank privatisation in return for aid approval 

Paris pressed on Credit Lyonnais 


By Andrew Jack in Paris and 
Emma Tucker in Brussels 

The European Commission is 
expected to step up pressure on the 
French government to pare down 
sharply the activities of Credit 
Lyonnais, the state-owned b ank, in 
return for approving state aid for 
the bank totalling some FFrllObn 
tS19.2bn). 

At a meeting scheduled to take 
place in Paris on Monday Karel 
Van Mlert. the EU competition 
commissioner, is also likely to 
press Dominique Strauss-Kahn, the 
French economics, finance and 
industry minister, to stick to the 
French government’s previous 
commitment to privatise the state- 
owned bank. 


Meanwhile, Paris is expected to 
request a relaxation in the detailed 
case-by-case scrutiny by Brussels 
of assets which were hived off into 
CDR, a state-controlled agency 
established to sell the assets of 
Cr&dit Lyonnais. The discussions 
come as the EU considers modifica- 
tions proposed by the French to 
the original rescue plan approved 
in 1995. which was estimated to 
cost FFr45biL The total bill of the 
bail-out now appears likely to be 
more than twice this sum. 

It is rare for Brussels to demand 
privatisation as a condition for 
approving a state aid package, but 
it did so recently in the case of 
GAN, the French insurer. 

At the request of the previous 
centre-right French government. 


the original plan for Credit Lyon- 
nais stipulated that efforts should 
be made to sell off the bank by 2000 
at the latest 

The new leftwing government 
elected in June - which had called 
for a halt to privatisations in its 
campaign manifesto - has refused 
to make any public statement on 
the subject, although it is 
unlikely to object to making 
such a commitment, at least in 
private. 

The government has promised 
changes to the way in which CDR 
operates, which has been criticised 
over the uneven pace and low 
prices of asset sales. But it believes 
the existing process - with sales 
examined in detail by Brussels as 
well as a national parliamentary 


commission - is too cumbersome. 

Stardust, a yachting company 
formerly owned by Credit Lyonnais 
then ceded to CDR, is already 
under investigation by the Com- 
mission far allegedly using unau- 
thorised aid to recapitalise ahead 
of a sale. 

Details of the revised rescue plan 
for Cr&dit Lyonnais have yet to be 
presented to the Commission, 
which wants to be certain that this 
time around, provisions in the plan 
are sufficient to return the bank to 
viability. French officials share 
this objective. However, there Is 
likely to be strong disagreement 
over the extent of the new condi- 
tions imposed by Brussels. 

“Credit Lyonnais’ presence out- 
side France, in Europe, will have to 


be reduced much more than 
already was the case in the previ- 
ous restructuring plan,” said a 
Commission nffinfai 

Options under consideration 
include the sale of BfG, a G erman 
bank, and Cr&dit Lyonnais Bel- 
gium. Jean Peyrelevade, chairman 
of Cr&dit Lyonnais, has said that 
the objective in the original rescue 
plan to sell off up to one-third erf 
the bank's international assets and 
half of its non-French activities in 
Europe by 1998 will have to be 
renegotiated. 

But he argues that both objec- 
tives will be exceeded by 2000, and 
adds that Improvements in the 
bank's performance means there 
will be no need far a recapitalisa- 
tion ahead of a privatisation. 


Brussels 

lifts 

officials’ 

immunity 

By Neil Buckley in Brussels 

The European Commission 
has lifted the diplomatic 
immunity of three senior 
officials to allow them to be 
questioned by Belgian mag- 
istrates as part of a long- 
running investigation into 
the alleged fraud of several 
million dollars. 

The three are Heinrich 
von Moltke, German former 
director-general of the Com- 
mission's tourism director- 
ate, Alan Mayhew, a British 
former acting director of the 
same unit, and Ren& Guth. a 
French official still at the 
Commission. 

Mr von Moltke was asked 
to take early retirement last 
year after accusations of 
mismanagement in his 
department related to distri- 
bution of tourism grants. 
But the Commission refused 
an earlier request from the 
Belgian authorities to ques- 
tion the officials, saying the 
grounds given were “not 
convincing enough”. 

The Commission said yes- 
terday Its decision to 
respond to a request to lift 
Immunity for the three offi- 
cials, received on November 
10. did not in any way imply 
guilt. 

It added that an internal 
report prepared by the Com- 
mission’s former secretary- 
general, David Williamson, 
did not suggest that the 
three officials had commit- 
ted “any reprehensible 
acts". That report would be 
made available to Belgian 
investigators, a spokesman 
said. 

“Lifting the immunity is 
in the interest of the Com- 
mission and the persons 
concerned," he added. 

Belgian police last year 
arrested and then released 
on bail a Greek former offi- 
cial of the tourism unit and 
his wife, and a French for- 
mer contract worker, after 
claims that contracts con- 
nected with the 1990 Euro- 
pean Year of Tourism had 
been awarded In return for 
kickbacks. 

A report by the Court of 
Auditors, the ED'S spending 
watchdog, later found “seri- 
ous irregularities and short- 
comings” in the allocation 
of finances by the tourism 
unit between 1990 and 1994. 
It added that the Commis- 
sion had been slow to act. 

Euro-MPs have called for 
a fnll Investigation into 
what is one of the biggest 
alleged frauds in the Com- 
mission's history. Edward 
McMillan-Scott, now leader 
or the British conservatives 
in the European Parliament, 
has complained of a “sys- 
tematic attempt to hide 
gross mismanagement of 
public funds". 
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Chechen chief 
takes struggle 
to Washington 


A slan Maskhadov, 
who led the Chechen 
people to victory in 
one of the bloodiest conflicts 
of modem times, was wel- 
comed yesterday into one of 
the world's most sought- 
after clubs: the Washington 
foreign policy establishment 
An invitation to hors 
d'oeuvres. cocktails and geo- 
political discussion at the 
Carnegie Endowment for 
International Peace is not 
quite the same as the formal 
diplomatic recognition 
which the Chechen leader is 
relentlessly determined to 
achieve. 

But from his point of view, 
it is a huge step in the right 

direction — and nnnfirtnc hie 

quiet confidence that Russia, 
and other countries, are on 
the way to recognising that 
Chechnya is independent In 
law as well as fact. 

After two face-to-face 
meetings with President 
Boris Yeltsin this year, the 
Chechen leader is convinced 
that the Kremlin's master 
“realises what happened, 
and understands that thing s 
should not have been done 
the way they were”. 

That is the Chechen presi- 
dent's very mild way of 


describing a 21 -month-war in 
which he estimates the civil- 
ian casualties, mainly from 
Russian bombardment, at 
100,000. 

He is also willing to give 
President Yeltsin credit for 
“wanting to resolve thing s in 
a decent way” - but he still 
fears that there Is a war 
party in Russia, made up of 
“officials who have never 
been to Chechnya, who still 
want to impose their own 
view great-power imperial- 
ism”. 

Mr Maskhadov, a former 
Soviet artillery commander 
who carries the rank of mar- 
shal in the Chechen armed 
forces, said he had put to Mr 
Yeltsin that a “diplomati- 
cally recognised Chechnya 
would be Ear more advanta- 
geous to Russia than an 

nnnefyignifiPri one”. 

His remarks were an 
oblique hint that Chechnya 
could help Russia preserve 
stability in northern Cauca- 
sus, home to an mixture of 
ancient and sharply defined 
races, if Moscow is prepared 
to treat Grozny as a partner, 
not a subject 

Last year's peace treaty 
left Chechnya's future status 
undefined - but Mr Maskha- 



Warm welcome: Maskhadov is greeted by a well-wisher at JFK airport in New York ap 


dov hag maria clear that he 
remains uncompromisingly 
committed to full indepen- 
dence as the only guarantee 
against genocide. 

The Chechen leader's 
unexpected arrival in Wash- 
ington, on a private visit the 
precise agenda of which 
remains some thing of a mys- 
tery, forms a striking coun- 
terpoint to the celebrations 
going an in Baku. Azerbai- 
jan, this week as the first 
consignment of Caspian oil 
is sent to world markets 


through a pipeline that runs 
via Chechnya to Russia's 
Black Sea coast 

Moscow's desire for fall 
control of that pipeline is 
widely seen as one of the 
motives for its onslaught on 
the rebel terr i tory of Chech- 
nya in December 1994. 

For Mr Maskhadov, the 
activation of the pipeline Has 
more political significance 
than economic. Tint, he 
says, it follows a' 
tripartite agreement between 
Russia, Chechnya and Azer- 


baijan that confirms 
Chechnya’s claim to state- 
hood. 

Second, the opening of the 
line was an act of faith in 
Chechnya's ability to keep it 
well-maintained and secure. 

Third, as he puts it in bis 
understated way, “Is the fact 
that if oil is flowing through 
that pipeline, they probably 
won't bomb us any more, 
which is also quite 
important”. 

Brace Clark 


EU to simplify rules on state aid 


By Emma Tucker in Brussels 

A shake-up of state aid rules 
that will allow the European 
Commission to concentrate 
on the biggest most distort- 
ing instances of government 
subsidies, was agreed by EU 
industry ministers meeting 
In Brussels yesterday. 

The ministers raised no 
objections to a Commission 
plan to exempt state aid 
from an obligation to notify 
the Commission in the fields 
of small and medium 
sized enterprises, research 
and development, environ- 
mental protection and 


employment and training. 

The measures form part of 
an overall push by the Com- 
mission to simplify EU state 
aid rules, and reduce its 
workload, set to increase 
sharply as the EU expands. 

The competition director- 
ate, responsible for vetting 
state aid for possible anti- 
competitive effects on the 
single market, believes the 
smaller cases can safely be 
exempted, without fear of 
market distortions. 

“The increasing workload 
is making it difficult for the 
Commission to be as rigor- 
ous as it would like to be,” 


said Margaret Beckett, the 
British industry minister. 

The Commission has yet 
to provide details of the 
block exemptions. As well as 
clarifying who qualifies for 
exemption, they will also 
include thresholds over 
which aid would have to be 
notified to Brussels. 

Earlier France was iso- 
lated in discussions on Com- 
mission proposals to reduce 
dramatically state aid to the 
EU shipbuilding industry — 
the only industrial sector to 
benefit systematically from 
contract-related aid. France 
believes the existing aid 


regime, which allows gov- 
ernments to subsidise up to 
9 per cent of a contract 
value, should be extended 
until a draft treaty on ship- 
building subsidies is 
endorsed by the Organisa- 
tion for Economic Co-opera- 
tion and Development. 

The treaty was due to 
come into effect at the start 
of last year but has been 
thrown into doubt because 
the US Congress has failed 
to ratify it 

Other member states gen- 
erally supported the Com- 
mission proposals, agreeing 
that the current level of sup- 


port was excessive. Contract- 
related aid accounted for 
EcuSbn ($6.7bn) of the 
Ecu&5bn in subsidies paid to 
EU shipyards between 1990 
and 1995. 

Brussels proposes that a 
new regime - focusing on 
investment aids for innova- 
tion - should be introduced 
on January l, 1999, unless 
the OECD agreement is rati- 
fied before then. Operating 
aid levels would continue 
until 2000. 

Sweden was the only coun- 
try to suggest that shipbuild- 
ing should be treated like 
any .other fadns i/y- 


Chubais faces 
Moscow book 
deal probe 


By Chrystia Freeland 
in Moscow 

Moscow’s chief prosecutor 
said yesterday he would 
question Anatoly Chubais, 
Russia's first deputy prime 
minister, over a controver- 
sial book deal, in a sign of 
increasing political pressure 
on reformers In the Russian 
government 

The prosecutor's 
announcement followed a 
unanimous vote by the 
Duma, the lower house of 
the Russian parliament for 
the investigation of a lucra- 
tive book contract which is 
swiftly becoming a major 
political scandal. 

The intensifying political 
clash comes at a time of ner- 
vousness in Russia's fledg- 
ling capital markets. Rus- 
sian stocks, which fell 
sharply earlier this week, 
registered a more gentle 
decline yesterday, dropping 
1.5 per cent 

The Russian rouble was 
steady. But traders said it 
was held In place by heavy 
central bank intervention. 

Mr Chubais, the target of 
this week's political Infight- 
ing, is seen as an important 
guarantor of Russian reform- 
ers by the west But he is 
facing a sustained attack 
from political rivals, who are 


keen to unseat him and his 
prot£g£s in the government 

The book at the centre of 
the controversy is an 
account of Russian privatisa- 
tion, written by Mr Chubais 
and six of his colleagues, 
some of whom lead minis- 
tries under his supervision. 
Each author has received 
990,000 for his contribution 
to the as yet unpublished 
book. The book's publisher 
is 51 per cent owned by 
Oneximbank, a Russian 
financial powerhouse, which 
has recently been a success- 
ful bidder in the privatisa- 
tion process. 

Mr Chubais, the architect 
of the privatisation drive, 
yesterday dismissed the crit- 
icisms as “kompromat”, the 

Russian word far personally 
compromising materials 
which, since the Soviet era, 
have been a favourite instru- 
ment in political battles. 

He said he and his co- 
authors planned to donate 95 
per cent of their fees to the 
Fund for the Support of Pri- 
vate Property, a charity 
established by the first dep- 
uty prime minister. 

He added that the outcry 
over the book was “an atom 
bomb” concocted by his 
opponents in an attempt to 
prevent passage of the gov- 
ernment's 1998 draft budget 


Western Europe car 
sales continue to surge 


By John Griffiths 

New car registrations in 
western Europe surged by 
8.9 per cent last month, well 
ahead of industry expecta- 
tions even allowing for an 
Italian market boom caused 
by government Incentives. 

The increase lifted regis- 
trations for the year to date 
to 11,550300 units, repre- 
senting a year-on-year rise 
of 3J3 per cent. 

Italy’s registrations 
jumped by 5fL3 per cent last 
month, to 229,400, making it 
the region's second largest 
market in October after Ger- 
many. But the upward trend 
is becoming increasingly 
broad-based, with the Euro- 
pean Automobile Manufac- 
turers Association showing 
rises in 11 of 17 national 
markets. 

German registrations 
were also up more strongly 
than expected last month, 
by &4 per cent to 310,000. 
Weakest among the main 
markets continued to be 
France, where October’s reg- 
istrations were down by 
more than 18 per cent amid 
ongoing economic and polit- 
ical uncertainties. 

Among individual manu- 
facturers, there were excep- 
tionally strong perfor- 
mances by the Fiat group 
and Japanese producers last 
month. Fiat’s registrations 
jumped by 21.1 per cent 
with sales of new models. 
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Robert Graham, Paris 

■ POLISH ECONOMY 

Plan to slow GDP growth 

Leszek Balcerowicz, Poland's deputy 
minister, yesterday fired the opemng shjsmwbat 
promises to be a struggle within Poland s new 
centre-right coalition government to keep tight budge 

targets in place for next year. .... 

Flanked by representatives from several economic 
*w nfe tanks, which urged cuts in spending next year. Mr 
Balcerowicz told a public seminar that a short-term 
slowing of the growth in gross domestic product, 
currently running at an annual 6 per cent would 

^SSSSSSSSL in the intera* of MMdua! 
Poles to have the government “resist pressure from 
lobbies and industrial interest groups" - a line designed 
to deflect expected trade union backed demands for 
protection and support for state owned Industrie. 

In the coming budget debate Mr Balcerowicz will be 
seeking to defend a 1.6 per cent of GDP budget deficit for 
next year and will be aiming to reduce the deficit still 
further in 1999. Christopher BobtnsJa, Warsaw 

m RETAIL TRADE 


Europeans look east 

Central Eastern Europe have become the latest focus 
for European retailers seeking growth outside their 
domestic markets, according to two reports published this 
week which show that cross-border retailing Is 
accelerating rapidly. 

Jones Lang Wootton, the property consultant, estimates 
that the number of cross-border moves by retailers in the 
last seven years has doubled since the 1980s. Thirty per 
cent of all activity since 1995 has been in the Czech 
Republic. Hungary and Poland, according to the study 
carried out with the Oxford Institute of Retail 
Management and which is launched today at the MAP1C 
retail property conference in Cannes. 

A report from Healy & Baker cm European shopping 
trends estimates thee are 1,400 cross-border retailers 
with their origins in Europe of which 80 per cent are 
“barder-hoppers" - those who expand in neighbouring 
countries. Peggy HolHnger. Cannes 

M ENVIRONMENT 


Landfill rules eased 

The European Union has si gnificant ly watered down a 
proposed directive to reduce the amount of waste sent to 

landfill. 

A revised draft, seen by the Financial Times, drops a 
deadline, originally fixed at 2010, for reducing by 75 per 
cent the amount of bio-degradable waste to garbage 
dumps. The draft put together by the Luxembourg 
presidency, proposes asking the Commission to decide on 
a deadline in 200& 

Britain has led the charge against the directive in the 
belief it could cost it between £3bn and £7bn <$7bn-Jl2bn) 
to build incinerators for the waste that is diverted. 

The revised draft also extends by four years to 2009 a 
deadline for a 50 per cut in the amount of rubbish sent to 
landfill and delays to 2006 a target for a 25 per cent 
reduction. 

Friends of the Earth, the environmental pressure group, 
attacked both the revision and the UK government. The 
draft could be rejected by the European Parliament, 
which threw out an earlier version for the plan on the 
grounds it was too lax. Leyla Boulton, London 

■ GERMAN POLITICS 


Coalition row threatened 

The nomination of Klaus TOpfer. Germany’s federal 
construction minister, to head the United Nations 
environmental programme may have headed off a 
possible conflict within the ruling coalition. 

Mr TOpfer’s departure would leave a vacancy in the 
cabinet that could be filled by the Christian Social Union, 
the Bavarian sister party of Chancellor Helmut Kohl’s 
Christian Democrats. The CSU is due to lose a cabinet 
seat at the end of the year when the post and 
teleco m mu ni ca ti ons ministry is abolished. The party, 
whose leader Theo Waigel is finance minister, has lobbied 
hard to ensure its representation in the cabin e t is not 
reduced. . *• 

However, Mr TOpfer, a former Bonn environment 
minis ter, said he had only been nominated for the post at 
this stage. It was unclear whether he would take op the 
P 0 ® 1 - Ralph Atkins, Bonn 
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yesterday by 

October figures 
unexpectedly showing 
consumer prices 
unchanged overall from 
the previous month. The 
12-month rate dropped to 
L9 per cent after climbing 
to 2.0 per cent In 
September. The fiat trend 
was mainly due to a 0.3 
-rv.U «nt fall in food 
1-J- prices. But underlying 
<JR; 'Ll- A.. . inflation, omitting 

volatile fresh food and 

. .. , energy items, was also 

better than expected, with a 0.1 per cent rise in the 
monthly index and a 12-month rate reduced from 2.1 to 2.0 
per cent. 

1*6 figures reinforce the centre-right government's 
hopes of ending the year with a rate of 22 per cent, a fun 
percentage pointlower than 1996 and within the range 

needed to qualify for European monetary union. They are 

also seen as reviving prospects for a further reduction by 
tiie end of the year in the Bank of Spain’s benchmark ■ 

interest rate, currently at 5 per cent 

Rodrigo Rato, finance minister, said he hoped the 

October figure would set the tone for negotiations on 1998 

wage increases. While, Madrid 
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MEWS: EUROPE 



oyer Turkish 


Mutiny stirs among Berlusconi troops 



By John Bantam in Ankara 

Turkey's privatisation 
programme, a central fea- 
ture of the government’s eco- 
nomic strategy, is on the 
verge of staffing four months 
after Mesot YQmaz became 
p rimp , minister promising to 
slash inflation rates of 
almost 100 per cent 

While the minority coali- 
tion government, which has 
the support of the army, Is 
stxD secure, its command of 
the economic agenda has 
became precarious. 

On Wednesday Bfilant Ece- 
vtt, deputy prime minister, 
said privatisations would 1 be - 
temporarily halted while a 
cabinet committee Investi- 
gated “troublesome aspects” 
of the process. He said only 
after the committee “reaches 
a positive decision” will pri- 
vatisations continue. 

However, a cabinet minis' 
ter from the conservative 
Motherland party said yes- 
terday sales would continue. 
I? in Celebi, trade minister, 
said: “Privatisation, espe- 
cially energy, win continue 
at full speed.* 

The Privatisation Adminis- 
tration. in charge of s elling 
an state companies, said a 
board of top cabinet minis- 
ters including Mr Yllmaz 
and Mr Ecevit, already had 
to ap prove all sales. 


Although . . Mr JBcevit, 
leader of .A centre-left party 
with considerable reserva- 
tions about privatisation, did 
not specify, what he found 
troubling, he said the new 
committee, ^does not mean 
giving up on privatisation or 
looking coolly an it It aims 
to enabl&;iprivatisation] to 
work more effectively,'’ How- 
ever, this is . the first time 
serious economic policy dis- 
agreements have surfaced in 
Mr Tffimaz’B government, 

- Turkey has raised only 
$L5bn worth of privatisation 
revenues since 1965. So far 
this year it has raised only 


However, fhe government 
plans to revive the pro- 
gramme with a heavy 
emphasis on the energy 
industry to avert power 
shortages as wen as under- 
pinning plans .to cut infla- 
tion to 3 pec rant , by 2000. 
The government alma to 
raise H£bh , this year and 
$10bn In 1998 from privatisa- 
tions, which it 'would use to 
retire debt' and finance 
investments in energy. . 

Mr Ecevifs announce- 
ment, which throws this 
strategy into, doubt, also 
coincides with a legal offen- 
sive by a dissident member 
of his Democratic Left party 
to block privatisation as 
unconatttuttonij 


Nervous Budapest 
sees 12% share fall 


Share prices on the 
Budapest stock exchange 
plunged by 12.72 per cent 
yesterday, the second steep- 
est drop In its history, Ana- 
tol Lieven reports from 
Budapest This followed a 
7.72 per cent fall on Wednes- 
day, as investors responded 
to Continuing intHWMrti mial 
nervousness. 

But a slight rise in the 
prices of Hungarian stocks 
in London after Budapest 
closed gave analysts hope 


that a recovery may be on 
the way. Most blamed 
highly . geared domestic 
small speculators who had 
reached a threshold when 
they had to sdL The BUS 
index stood last' night at 
5,561 points, down from its 
August peak of £p27. 

.. Lance Owen, -Benior ana- 
lyst at Bank Austria Invest- 
ments, attributed the fall to 
“a combination of profit-tak- 
ing, nervousness, and some 
redactions In poxtfolias”. 


James Blitz in Rome reports on the challenges 
facing Italy’s centre-right opposition parties 


S ilvio Berlusconi, leader 
of Italy’s centre-right 
opposition., is begin- 
ning to sound exasperated 
with the constant sniping at 
his. performance from inside 
his own ranks. 

“I don't know what more 
people want me to do,” he 
said Otis week, appearing on 
one of Italy's most popular 
television chat shows. “Per- 
haps people would like me to 
take a rifle and start shoot- 
ing at the gover nm ent from 
the hills." 

The dapper media mag- 
nate-tome d-politician has 

been the butt of repeated 
criticism from within 
own ranks over the last 12 
months. He has failed to 
land a significant blow an 
the increasingly confident 
centre-left government of 



Fini: image problem 


Romano ProdL He has been 
covered in allegations of cwv 
ruption ever since he briefly 
held the premiership in 1994. 
Hk relations with his 
right-wing ally, the neo-fas- 
cist Gianfranco Fini, have 
looked increasingly edgy 
not least since Mr FInl 
started to overtake Ms main 

aDy in popularity polls. 

But the approach of impor- 
tant municipal elections this 
Sunday is raising new ques- 
tions about whether Mr Ber- 
lusconi can keep his troops 
together. The centre-right 
coalition, the so-called 
“Polo”, has always been 
expected to suffer defeat in 
the elections, which involve 
choosing powerful mayors 
for a string of cities such as 
Rome, Naples and Venice. 
But there is a g r o win g fear 
within the centre-right that 
the “Polo” - and Mr Berlus- 
coni’s own party Forza Italia 
in particular - could suffer a 
rout of em barrass ing propor- 

rtnna 

“If you ask me to Judge the 
forthco ming wnnwpii elec- 
tions, I would say we are 
heading for a resounding 
defeat,” said Giuliano 
Urbarii, an academic who 
helped Berlusconi set up 
Forza Italia. “The rightwing 
coalition was created four 
years ago as an electoral 
force but 1 think we are 
about to see the gmncwir^ 0 f 
thm por celain vase.” 

From the very start, Mr 
Berlusconi's preparations far 


these two-round municipal 
elections (the second round 
Is on November 30} have 
been mired in difficulty. 
Many of the government- 
supported candidates in the 
main mayoral races - such 
mm as Francesco Ruteoi In 
Rome, Antonio Bassolino in 
Naples Mwsgfmn Cacci- 
ari in Venice - are incum- 
bents who came In after a 
new system of direct elec- 
tions was introduced in 1993. 
They have proved successful 
operators ever since. 

Take Mr Bassolino, for 
example. Naples’ mayor has 
pulled of a string of remark- 
able coups, persuading the 
British airports group BAA 
to buy 70 per cent of the 
city’s airport, launch- 
ing a successful municipal 
band issue with the help of 
Merrill Lynch and persuad- 
ing the nhinraig RfniYTrogrnta l 
fleet to use Naples as its 
main container port Sun- 
day’s poll will probably be a 
coronation for a man like 
this, not a contest 

By contrast, Mr Berlus- 
coni's corruption allegations 
have stopped many would-be 

reinHiHntpg winning - for the 

centre-right In Rome, the 
“Polo” candidate Is a local 
businessman with little if 
any connection to Forza 
Saha. In Venice, Mr Berlus- 
coni offered the candidacy to 
12 people before finally stri- 
king lucky with a 13th. 
“People have been abso- 
lutely terrified by the things 



Silvio Berlusconi: a poor showing in Sunday’s municipal 
elections could leave his coalition in ruins 


they have discovered about 
Berlusconi’s circle,” admits 
Mr Urbani. 

In the Byzantine world of 
Italian politics, the chances 
of Mr Berlusconi being 
instantly ousted are slim. 
There is no obvious candi- 
date to take over. Mr Fini’s 
ultra-right AHeanza Nation- 


als (AN) has nearly as many 
seats In the chamber of dep- 
uties as Forza Italia - but 
there is widespread feeling 
that Mr Fini must do more 
to dilute his party's fascist 
image before it can win 
broad support on the centre- 
right. Ex-president Fran- 
cesco Cossiga, a former 


Christian Democrat, might 
like the job but is deemed 
too old. The same of Mario 
Monti, one of Italy's Euro- 
pean comrofaslooers, is often 

raised as a possible replace- 
ment for Mr Berlusconi - 
but Ik appears to believe he 
can wield more fnflngqre in 
his position In Brussels. 

The danger instead for Mr 
Berlusconi is that the politi- 
cal ground may collapse 
under his feet. Two ques- 
tions will be asked on Sun- 
day night First how well 
has Mr Fiztl's AN performed 
in separate elections to same 
427 municipal councils? A 
higher overall vote than 
Forza Italia could heighten 
Mr Fini’s sense that he is an. 
independent force to be reck- 
oned with. 

Secondly, could the results 
trigger a revolt against Mr 
Berlusconi from the small 
and moderate ex-Christian 
Democrat parties within his 
coalition? The Tear for Mr 
Berlusconi here is that some 
of these parties could tempo- 
rarily shift their support to 
Romano Prodl’s coalition. In 
this they will be encouraged 
by the recent election to the 
senate of the “centrist” ami 
highly popular ex -magis- 
trate, Antonio di Pietro, in 
the colours of Mr Prodi’s rul- 
ing coalition. 

Such a shift would he sig- 
nificant because it could rid 
Mr Prodi ancemid-far-afl of 
his reliance on the ultra-lef- 
tist Reconstructed Commu- 
nism party. And that could 
be an important boost for 
the government’s privatisa- 
tion programme and the 
reform of the Italian state. 


Bank of Italy has to swallow pension cuts 


By James BBtz in Borne 

The Italian piw rnmwit thin 

week freed down an unusual 
call from the Bank of Italy to 
be excluded from plans to 
crack down on special privi- 
leges in the country’s pen- 
sion scheme. 

In recent days. Antonio 
Fazio, the bank’s normally 
hawkish governor, has 
demanded that his employ- 
ees be excluded from tire 
cuts, which end pension 
perks for workers in a range 


of government offices. But 
Carlo Azeglio Ciampi, the 
Treasury minister, has 
insisted that Bank of Italy 
staff should be treated Wfca 
all other employees. 

Mr Fazio’s latest interven- 
tion in the pensions debate 
has taken the Home estab- 
lishment by surprise. 

Time and again he has 
warned Romano Prodi, fhe 
Italian prime minister, that 
he should fight to achieve 
real structural cuts in pen- 
sions expenditure to rein in 


Italy’s long-term liabilities. 
So concerned has he been 
about the issue that he a tm 
refuses to cut Italy's 
short-term rates - well 
above those of other Euro- 
pean Union countries - for 
fear that the budget’s spend- 
ing squeeze is unsustainable. 

But this week, in what one 
union leader described as a 
“remarkable breach of 
logic”, Mr Fazio demanded 
that the government should 
exempt thousands of his own 
staff from the proposed pen- 


sions squeeze because of the 
damaging impact it could 
have on staff turnover. 

The governor set out his 
case in a letter to Mr Prodi. 
The government, he 
lamented, had decided: to 
penalise people who took up 
a pension after 20 years’ 
work at the hawk by giving 
them just 25 per cent of their 
salary as a pension payout 
Worse still, people who had 
been expecting to retire on 
full pension after 30 years of 
work at the bank (at the ripe 


of old age of, say, 48) would 
now have to wait another 
five years. 

The* governor argues that 
this is bad news because, in 
the tough new world of mon- 
etary union, the bank will 
need to reinvigorate its 
ranks rapidly, turfing out 
the old and bringing in a 
new generation. Mr Fazio 
was hoping to wave goodbye 
to 1£00 staff between now 
and 2004 and replace than 
with 1,000 more youthful 
employees. That plan will 


now have to be scaled Hnric_ 
Of course, the governor’s 
demand has been resound- 
ingly opposed. “Fazio Is 
plain wrong,” said Fausto 
Berttootti, leader of Recon- 
structed Communism, who 
regards the central bank 
pension scheme as a privi- 
leged perk of yestia y ear. But 
one government supporter 
yesterday simply shrugged: 
“Fa-baps yon can see why 
we had so much trouble 
dealing with the pensions 
problem in the first place.” 
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‘No threat to US’ 
from Asian turmoil 


By Adrienne Roberts in 
Was hi ng to n and James 
Kynge in Kuala Lumpur 

The Aslan market turmoil is 
not an immediate threat to 
US prosperity. Alan Green- 
span. Federal Reserve chair- 
man. said yesterday. But he 
said it was in the interests of 
the US and other nations “to 
encourage appropriate policy 
adjustments and provide 
temporary financial assis- 
tance" to the afflicted econo- 
mies. 

"To date, the direct impact 
of these developments on the 
American economy has been 
modest but it can be expec- 
ted not to be negligible." Mr 
Greenspan told a Congressio- 
nal committee on banking 
and finance. 

"Depending on the extent 
of the inevitable slowdown 
In growth in this area of the 
world, the growth of our 
exports will tend to be 
muted." he added. 

Thailand , the Philippines. 
Indonesia and Malaysia 


bought about 4 per cent of 
total US exports in 1996, 
while an additional 12 per 
cent went to Hong Kong, 
Korea, Singapore and 
Taiwan. 

Mr Greenspan said he 
expected some drop-off in 
foreign affiliate earnings 
from the Asian economies as 
a whole and "there will be 
indirect effects on the US 
real economy from countries 
such as Japan that compete 
even more extensively with 
the economies in the Asian 
region." 

Market response was 
largely favourable after Mr 
Greenspan’s comments. The 
long bond price rose as high 
as 100£ and the Dow Jones 
share index rose about 50 
points in early trading. 

On the outlook Tor Asia, 
Mr Greenspan said be expec- 
ted increased inflation in the 
region, unless the countries 
currently in crisis restruc- 
tured their economies "in a 
manne r that would avoid it". 

Larry Summers, deputy 


secretary of the Treasury, 
told the committee that 
inflationary pressures were 
In the offing and said he 
believed currency devalua- 
tions had been the inevitable 
result of pressures from 
"inconsistent monetary and 
exchange rate policies”. 

Meanwhile Michel Cam- 
dessus, managing director of 
the International Monetary 
Fund, said in Kuala Lumpur 
that new regulations might 
be required to increase 
transparency in global cur- 
rency trade. Earlier this 
month the Group of 15, a col- 
lection of developing 
nations, called on the Fund 
and the World Bank to study 
currency trade. 

"Transparency is certainly 
a domain where things could 
be improved to make sure 
that the market participants 
disclose their position or are 
submitted to an equal 
regime of transparency and 
disclosure." he said. 

The thrust of the Fund's 
study was to streamline 



Michel Camdessus speaking yesterday in Kuala Lumpur mp 


trading "without hampering 
its dynamism and necessary 
vigour," said Mr Camdessus. 
He said the Fund’s final 
report on currency trade 


would be submitted to its 
executive board early next 
year, and would also set out 
lessons learnt from Asia’s 
currency turmoil. 


Asian monetary fund debate hots up 


By James Kynge in Kuala Lumpur 
and Gillian Tett in Tokyo 

The debate over the creation of an 
"Asian Monetary Fund” is moving 
rapidly to the top of the region's 
diplomatic agenda. 

Bureaucratic language and a bliz- 
zard of acronyms obscure somewhat 
the substance of the talks. But they 
cannot hide the broader geo-political 
picture: what is at stake is the con- 
tinuation of an important instru- 
ment of US influence in Asia. The 
negotiations are also seen as a test 
of the efficacy of an Asia-oriented 
Japan to produce regional solutions 
to regional problems. 

It is now generally accepted, say 
diplomats, that some sort of Aslan 
mechanism will emerge to help the 
region anticipate and respond to 
financial crises such as the one now 
buffeting south-east Aslan nations. 


But the nature of this mech anis m 
is the subject of impassioned debate, 
which may gain focus at a meeting 
of Asian finance ministry officials in 
Manila next week. The extent to 
which the mechanism falls under 
the supervision of the International 
Monetary Fund - over which the US 
wields considerable influence - is 
the nub of controversy. Asian coun- 
tries have been vital donors in IMF 
packages to Thailand and Indonesia 
and are demanding more say in 
deciding the economic reforms 
which accompany the loans. 

Japanese officials insist that any 
Asian mechanism will not simply be 
a subset of the IMF, but must retain 
some regional flavour - and auton- 
omy - in spite of a general "comple- 
mentarity" with the IMF. 

Tokyo's stance occupies the mid- 
dle ground between the US position 
and that of south-east Asian leaders 


such as Mahathir Mohamad, the 
Malaysian prime minister, who 
wants an Asian Monetary Fund com- 
pletely independent from the IMF. 

Yesterday, Michel Camdessus, 
managing director of the IMF, gave 
his fullest explanation yet on how he 
sees the mechanism. He said he sup- 
ported the idea of an Asian surveil- 
lance body, perhaps composed of 
central hankers, to warn of incipient 
economic problems. 

He also suggested that parlia- 
ments Invest their governments with 
a standing authority to dispatch 
funds to neighbouring countries, 
thereby speeding up the process of 
assembling loan packages. 

But on the question of an Asian 
Monetary Fond, his position was 
qualified. "There is unanimity. .. to 
avoid creating whatever facility 
which would not be triggered by a 
programme with the IMF," he said. 


Significantly, however, he did not 
rule out the possibility that loans 
dispensed by any Asian fund could 
come with conditions which differ 
slightly from standard IMF pack- 
ages. perhaps reflecting diverse 
social considerations in Asia. 

The question of how loan condi- 
tionality is fixed is likely to figure at 

fVw taTlra of fitimwi ministry nfRtrialc 

in Manila next week, at a meeting of 
leaders of Asia-Pacific Economic 
Cooperation forum members in Van- 
couver later this month, and proba- 
bly at talks between finance minis- 
ters from the US, Japan, China, 
south-east Asian nations and others 
in Kuala Lumpur in early December. 

Bat Asian nations would probably 
be cheered if this facility was at 
least managed from within Asia 
rather than in the US. The IMF’s 
new regional office in Tokyo is lead- 
ing contender for its headquarters. 


Americans warned after Karachi deaths 


By James Kynge in Kuala 
Lumpur and agencies 

The US State Department 
yesterday warned Americans 
to defer non-essential travel 
to Pakistan following the 
murder of four US oil work- 
ers in the port city of Kara- 
chi this week. 

Madeleine Albright, US 
secretary of state, is due in 
Pakistan on Sunday as part 
of a visit to the area that 


will also include India and 
Bangladesh, but there is no 
Indication she will defier her 
trip. 

The killings on Wednesday 
follow the conviction in the 
US on Monday of Mir Aimal 
Kansi for the murder in 1993 
of two Central Intelligence 
Agency employees and the 
conviction on Wednesday of 
Ramzi Yousef for master- 
minding the World Trade 
Center bombing in 1993. 


The State Department said 
the convictions would "make 
Americans potential targets 
of retaliatory acts by their 
sympathisers". 

There are about 4,000 US 
private citizens in Pakistan 
- 2,400 in Karachi where the 
shootings took place. Kara- 
chi has for several years suf- 
fered from civil unrest aris- 
ing from open fighting 
between police and a domi- 
nant migrant community. 
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originally from India, which 
is demanding greater politi- 
cal autonomy. 

Meanwhile, in Malaysia, a 
telephone caller to the US 
embassy threatened to kill 
four Americans. The 
embassy called on US citi- 
zens to maintain a "high 
level of security awareness". 

It cited local press articles 
condemning a US congres- 
sional resolution censuring 
Mahathir Mohamad, the 
Malaysian prime minister, as 
one reason for recommend- 
ing the heightened state of 
awareness. 

Dr Mahathir, whose cabi- 
net has criticised the con- 
gressional resolution, said 
although the threats to the 
US embassy were not seri- 


ous,- they reflected a level of 
anger among Malaysians. 

The resolution called on 
Dr Mahathir to either apolo- 
gise or resign for recent 
remarks that a possible 
"Jewish agenda” may have 
been behind the depreciation 
in Malaysia's currency. Dr 
Mahathir denies he made the 
remarks. 

The four killed in Karachi 
were employees of Union 
Texas Petroleum of Houston, 
whose chairman. John Whit- 
mire, said everybody in the 
company probably felt “vul- 
nerable and violated" by the 
incident Despite the shoot- 
ing, the company said its 
remaining 21 Americans in 
Pakistan were expected to 
stay there. 


Yen weakens despite 
high export growth 

rt.w-.nn mV 


By Paid Abrahams in Tokyo 
and Simon Kuper in London 

Hie yen remained near its 
worst levels for the year yes- 
terday, despite a 75.7 per- 
cent jump in Japan's conten- 
tions current account sur- 
plus and reports that Tokyo 
had been considering inter 
vention in support of its cur- 
rency. 

The yen has dropped Y5 
against the US dollar in the 
last fortnight. Currency 
strategists believe that 
Tokyo officials have decided 
to accept the slide, because 
Japan’s battered economy 
has become heavily reliant 
on exports. The yen had to 
follow fans in the South Kor- 
ean won and other Asian 
currencies in order to keep 
Japanese goods competitive 
abroad. 

The yen closed in London 
yesterday at Y125.9, little 
changed from Wednesday 
and not far from its low far 
the year of Y127.5, hit on 
May J- 

Richard Medley, a New 
York-based consultant to 
hedge funds, said the main 
concern of Japanese officials 
was that tbe yen’s fall 
should not be too abrupt 
Most currency strategists 
forecast that the yen will hit 
YL30 against the dollar soon. 

Japan's current account 
surplus jumped 75.7 per cent 
year-on-year during the 
April to September period, 
underlining the increasing 
importance of exports for the 
economy. The surplus, the 


Yen: 
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broadest measure of trade in 
goods and services, was 
Y5,806bn (S46.8bn). Septem- 
ber's current account sur- 
plus increased 64 per cent to 
Y1.165bn. The effects of 
Asian currency turmoil hit 
exports only marginally, 
said the ministry of finance. 

However. Japan’s ministry 
of finance insisted that in 
the medium to long term. 
thia rate of growth in the 
surplus was unlikely to con- 
tinue. The US has repeatedly 
complained about Japan's 
pvrpand in g current account. 

The trade surplus rose 53 
per cent to Y6j249bn in the 
six months. Exports rose 15.6 
per cent to Y24,579bn. The 
yen's weakness helped boost 
exports of electronic equip- 
ment and vehicles to the US 
and Europe. However, 
imports improved just 6.7 
per cent to YlS,329bn. 
reflecting the dire state of 


the domestic economy. 

In the April to June quar- 
ter Japan's 

product contracted -.9 per 
cent. The government is 
today expected to announce 
a package or measures 
intended ^ 

economy. The 
index has fallen more than 
25 per cent since June on 
concerns about the economy. 

japan’s Foreign Trade 
Council, an influential lobby- 
ing group- yesterday told 
Mitsuo Horiuchi. minister 
for international trade and 
industry, that Japan must 
deregulate to expand domes- 
tic demand. It warned the 
yen’s slide could mean 
Japan’s trade surplus for the 
12 months to March could 
exceed Yil.OOObn. compared 
irith Y6.400bn over the same 
period last year. This would 
be about 2.2 per cent oF 
japan's gross domestic prod- 
uct. above the 1.5 to 2 per 
cent range requested by the 
US in June 1993. 

The current account sur- 
plus in September was 
boosted by a 7.2 per cent 
expansion in the income 
account surplus year on 
year, emphasising the 
increasing importance of 
Japanese overseas invest- 
ment Income. However, the 
ministry’ or finance yester- 
day published data showing 
that in September Japanese 
investors became net sellers 
of foreign equities for the 
first time since March. The 
net reduction was Yl66bn. 
Big bang. Page 11 


Japanese banks’ cost 
of funding has soared 


By Edward Luce 

The cost of funding for 
Japanese banks has soared 
in tbe last few days as US 
and European banks have 
dramatically upgraded the 
risks of lending to their Jap- 
anese counterparts. 

US and European banks 
say that the continuing slide 
of Japanese share prices and 
persistent worries about the 
health of the Japanese econ- 
omy has raised the exposure 
of Japanese banks to non- 
performing loans. 

Japanese banks are also 
believed to have come off 
worse than their counter- 
parts from the currency cri- 
sis in south-east Asia. In 
addition, the bankruptcy of 
Sanyo Securities, one of 
Japan's largest brokerage 
houses, has compounded 
fears about the fragility of 
the country’s financial sec- 
tor. 

As a result, the Japanese 
premium - the cost at which 
Japanese banks raise funds 
from non-Japanese banks in 
the interbank market' - has 
Increased to over 30 basis 


paints above what their 
counterparts pay for three- 
month dollars. This is up 
from a spread of around five 
basis points last week. A 
basis point is a hundredth of 
a percentage point. 

“The higher our cost of 
ftinding the greater the pres- 
sure to liquidate more 
assets," said a senior official 
at a Japanese bank in Lon- 
don. “Spreads like this make 
it uneconomic for us to con- 
duct low-margin business." 

Japanese officials say that 
the crisis would worsen - 
thus pushing the premium 
even wider - if the Nikkei 
325 stock index falls below 
the resistance level of 15,000. 
The index has already fallen 
through the psychological 
barriers of 17,000 and 16.000 
in the last two weeks. 

Japanese banks count 45 
per cent of their equity prof- 
its as capital - or "hidden 
reserves" - on their balance 
sheets. If these profits disap- 
peared, banks would be 
forced to liquidate other 
assets in order to comply 
with International capital 
adequacy standards. 


“If the Nikkei falls to 
around 14.600 then most 
banks will see their equity 
profits wiped out.” said an 
official at a leading credit 
rating agency in New York. 
“Then there will be real fear 
of bankruptcies among the 
weaker banks." 

Earlier this week, IBCA. 
the European credit rating 
agency, put the individual 
ratings of the Japanese 
banking sector on general 
review. The agency 
expressed alarm at Ihe levels 
of non-performing loans on 
banks' balance sheets. It 
warned that bad debts would 
rise further if the Nikkei 
index continued to slide. The 
agency yesterday down- 
graded the credit ratings of 
Fuji Bank and the Industrial 
Bank of Japan from A1+ to 
A1 and from AA- to A+. 

"The weakness in Tokyo's 
stock market threatens the 
country's banks with large 
valuation losses on their 
excessive exposure to the 
stock market at a time when 
they need to devote their 
resources to reserving 
[against] loan losses.” it said. 


Bangladesh growth in the balance 


Potential for 
‘tigerish’ rates if 
investors aren’t 
put off by old 
political feuds, 
scant reserves 
and dissatisfied 
labour force 

I s Bangladesh about to 
shoot itself in the foot 
again? 

With large natural gas 
reserves soon to be devel- 
oped, the country at last 
seems on the verge of 
growth rates that would 
make a serious difference to 
fighting its chronic poverty. 

International agencies 
such as the World Bank pro- 
fess themselves bullish. 
Pierre Land ell -Mi Lis, the 
bank's resident representa- 
tive In Dhaka, said Bangla- 
desh could achieve growth 
rates of 7-8 per cent, putting 
It almost In the Aslan tiger 
league. 

But at the same time, the 
bank and other donors are 
worried. Last week they took 
the unprecedented step of 
warning the prime minister, 
Sheikh Haslna Wajed, of a 
serious risk of political insta- 
bility if her bitter personal 
dispute with opposition 
leader Begum Khaleda Zia 
continues to fester. 

The donors fear that vio- 
lence in the universities - 
and on the streets during a 
half-day general strike last 
week - presages a return to 
the dark days of 1994 to 1996, 
when confidence that should 
have been generated by a 
series of trade liberalisation 
measures was dissipated in a 
wave of violence and strikes. 


Bangladesh: the 


chokes the future 



Rangiaiingh they fear, can- 
not escape from its turbulent 
past, encapsulated in the 
struggle between its two 
leaders. Sheikh Haslna 
blames Begum Khaleda for 
assisting the murderers of 
her father, Sheikh Mujib-ur 
Rahman, and most of her 
family in 1975. 

Sheikh Mujib was the 
founder of modem Bangla- 
desh. Begum Khaleda is the 
widow of the former military 
ruler. General Zlaur Rah- 
man. One of Sheikh Hasina's 
most important acts since 
her Awami League party 
came to office last year Sca- 
the first time since the assas- 
sination has been to prose- 
cute the alleged killers of 
her famil y 

The rest of the country 
can do little other than 
watch and wait far the bitter 
quarrel to play itself out 

Shah Kibria, the finance 
minister, and his predeces- 
sor from the opposition Ban- 
gladesh National Party last 
week urged foreign investors 
to look beyond the political 


dispute. Both the co un tr y' s 
main parties agree broadly 
on the need for reform, said 
Salfor Rahman, tbe former 
minister. 

Mr Kibria is keen to capi- 
talise on the gas boom to 
promote broader inflows of 
foreign investment. Efforts 
are being made to encourage 
foreign participation in 
badly needed infrastructure 
projects. 

Wage COStS in rbtnplaripcVi, 

at $0.23 an hour, are low 
even by the standards of 
developing countries, and 
local businesses say rates of 
return of around 50 per cent 

can be made in manufactur- 
ing. 

S ome international 
observers agree that 
Bangladesh shows posi- 
tive signs. Reinhold Hens, 
head of global corporate 
finance at ANZ Investment 
Bank, told a Financial Times 
conference in Dhaka last 
week that Bangladeshi cor- 
porate earnings growth of 9 
per cent this year would eas- 


ily exceed that of both Pakis- 
tan and. India. It would be 
hi gher than that of China at 
6.8 per cent and more or less 
double that of Australia. 

The economic growth rate 
was set to overtake that of 
the rest of Asia, he added. 
By comparison with the 
floundering economies of 
south-east Asia, Bangladesh 
was starting to acquire a 
new appeal. 

But others warn that these 
gains are fragile. In its latest 
country outlook, the World 
Bank warned that reserves 
were critically low at less 
than three mo nths imports. 
Although overall growth 
reached 5.7 per cent last 
year, this was due to a 
strong contribution from 
agriculture. 

Labour disputes and dis- 
ruptions to the supply of nat- 
ural gas kept industrial 
growth down to 3.6 per cent, 
one of Its lowest levels in 
recent years. 

Ahead of the latest donors’ 
meeting, the International 
Monetary Fund warned of 


<( 


t he need to reform a banking 
system groaning under the 
weight of bad debts and to 
control "substantial slip- 
page" In meeting budget tar- 
gets. 

The donors themselves 
have expressed anxiety over 
the need for more transpar- 
ency and less corruption in 
government 

Though they signalled a 
willingness fo contribute a 
further $i.9bn in aid this 
year, these are not firm 
pledges and there is continu- 
ing concern about the gov- 
ernment’s slowness in imple- 
menting development 
projects. 

Dealing with these chal- 
lenges will require strong 
and determined leadership. 
Bangladesh has long seemed 
poised to go either way, it 
could became the "basket 
case ’ described by Henry 
Kissinger in the 1970s or a 
nascent tiger economy, but 
somehow it has . never man- 
aged to be either. 

Peter Montagnon 
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NEWS: THE AMERICAS 

Administration campaign to reduce smoking will be promoted abroad Microsoft 

US alters tobacco trade policy ‘ seekine 
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By Nancy Duma 
In Washington 

The Clinton administration 
yesterday sought better to 
align its trade and health 
policies, on . tobacco by pfedg- 
lug that a health representa- 
tive would be at the table for 
ah trade negotiations. . 

Donna Shalala, secretary 
of health and human ser- 
vices. told the House com- 
merce committee that the 
administration’s - interna- 
tional priorities would be 
consistent with its domestic 
priorities .- reduction of 
smoking, particularly among 
the young. ... 

“It is the policy of the 
Clinton administration not 

to interfere with a foreign 
country’s non-disenmmatory 
health-based efforts to con- 


trol the use of tobacco/ dm 
said. HHS would from; now 
on wort with- the adminis- 
tration's ixale '.representa- 
tive, Chari eneJBarshefsky - 
who has fought banders to 
US tobacco exports - “to 
ensure that US tobacco trade 
policy incorporates the 
health pohey perfective-”. 

US embassies ^tnd trade 
mifffdqns abroad would not 
promote the use ctf tobacco 
products, and US negotiators 
would do no tnore.tban seek 
“equal to a shrinking 
global tobacco market 7 . Miss 
Shalala said yesterday. . -- 

She was presenting the 

aA mln l U n il Inn V j yyatfon an 

the comprehensive plan 
reached between state attar- 
neys-general and the giant 
tobacco companies last Juba. 
Tbe president has endorsed 


a legislative romproxolse but 
says the negotiated agree- 
ment., falls short in -several 
areas: Mis Shalala said leg- 
islation should set ambitious 
targets io cut teenage smok- 
ing by 'SO per cent in five 
years, 50 per cent in seven 
years and 60 per cent in 10 
years. Severe financial pen- 
alties would be imposed if 
these goals were not met 
Congressmen have been 
studying the proposed settle- 
ment as weEL Three impor- 
tant' bills have been intro- 
duced in tbe closing days of 
this year’s Congress, all of 
which would toughen the 
proposed settlement 
Senator Oirln Hatch on 
Wednesday introduced a pro- 
posal which Is gteifiar to the 
June agreement, but would 
raise the industry’s pay- 



Shalala: equal access 


meats by about' $30bn to 
almost $400bn over 25 years, 
it would increase the price of 
a packet of cigarettes by 
between $1.10 and $L40 in 


the first three years, it 
would also grant the Food 
and Drug Administration 
explicit authority to regulate 
tobacco products. 

The congressional debate 
will span several months 
next year but with Novem- 
ber elections in mind, a com- 
promise is Kkely. US tobacco 
farmers can be assured of 
protection in everyone's 
plan. "We have a responsibil- 
ity to these people. They 
have not done anything 
wrong," said Miss Shalala. 
She said several options 
were under consideration, 
including the purchase by 
the government of tobacco 
farmers’ growing licences 
and "a eomprehensivB plan 
of world and economic devel- 
opment in tobacco growing 
areas'". 


Brazil car sector shifts into reverse 

With 70% of vehicles bought on credit, doubling interest rates has had a big impact 


L ess than three months 
ago tbp Brazilian car 
industry was the star 
performer in an economy 
thriving in almost all sec- 
tors. 

It was beaded for record 
output of over vehicles 
for tbe year and foreign 
manufacturers had pledged 
to invest an astonishing 
US$20bn over the next half 
decade, confident of profit? 
ing from more good times in 
the world’s seventh largest 
car market 

But now the party is over. 
Tbe turmoil on world stock 
markets has hit the Brazil- 
ian economy, and its car 
industry, hard. ' 1 
The volatile . Bovespa 
stockmarket in-Sdo Paulo 
has fatten more than a thir d 
in the last three weeks and 
the government has. been 
forced to double Interest 
rates. Most analysts are now 
projecting growth next year 
of no more than 2 per cent, 
down from forecasts of 4 per- 
cent just a month ago, 

: . “People are not buying 
cars Brlomes, the car Indus- 
try is c uttin g back produc- 
tion sharply," said Hans 
Hddlund, president of Scania 


Brasil’s truck subsidiary. 

“Everyone is watting to 
see whether the downtnm is 
. just .for a few months or 
whether it’s the new real- 
ity.” 

Volkswagen, BrariTs lead- 
ing carmaker, has cot tbe 
working week at two of its 
foctories from five to three 
days for the rest of this 
month because of reduced 
demand. The chief culprit in 
the sharp m in . car sales 
was the government's deci- 
sion two weeks ago to dou- 
ble interest rates to more 
than 40 per cent to hah spec- 
ulation against the -Brazilian 
currency. ’ 

With some 70 per cent of 
vehicles bought. an credit, 
this had ; the immediate • 

impart- of Twairing linawra . 

plans too expensve for the 
new middle class carhaying 
public of B ra zil , white -com- 
panies seeking commercial 
vehicles have postponed 
even , vital orders m the hope 
that interest rates ' might 
come down early next year. 

This week’s package of 
budget cuts and tax rises 
aimed at restoring confi- 
dence in the Hmiirfiii sys- 
tem has simply rubbed salt 


into the car industry’s 
wounds. 

“The p aHraga is aimed at 
dampening aggregate 
demand in the economy, par- 
ticularly for cars, white 
goods and consumer dura- 
bles," said Jose Luis de Frei- 
tas Valle, a director of tbe 
, S* o Paulo Federation of 
Industry. “If you increase 
the tax on petrol by 6 per 
cent and the. federal tax on 
sales of industrial products 
by 10 to 15 per cent, and 
increase income tax by 10 
per t yni there is no doubt 
there will be a significant 
farther fall in the sale of 
automobiles." By bow much 
and for how long is unclear. 

uch wifi depend on 
events beyond the 
government's con- 
trol in markets and econo- 
mies outside Brani. Continu- 
ing turmoil would force the 
government of President 
Fernando Henrique Cardoso 
to maintain high interest 
rates and keep the lid on 
demand. Car output and 
sates for next year therefore 
are anyobody’s guess. Tbe 
Association of Brazilian Car- 
makers estimates car - sales 



could fell by 15 per cent in 
the first half of 1998. Distrib- 
utors are talking about a 40 
per cent drop in sales in 
November and December. 

What is certain is that 
vehicle output for this year 
will still be a record because 
of the excellent first 10 
months. From January to 
October 1997 output was 
lBm vehicles, up 19 per cent 
an the samp period in 1998. 

Output for the year, seems 
likely to end up at over 2m 
compared with production of. 
1.8m in 1996. It is difficult to 
believe the industry will be 
able to repeat this rise in 
output next year. Actual 
vehicle sales in 1997 may top 
the 400,000 mark, up from 
just over 300,000 last year. 

A bright spot in this 
week’s package is that sev- 
eral measures are aimed at' 
encouraging exports. Tariffs 
on pfigpwtiai i mp o rt * of capi- 
tal equipment will be cut, 
while extra finance guaran- 
tee cover for overseas sales 
will be provided. 

The extent to which the 
world’s car makers cut back 
on their - US$20bn-plus 
replacement and expansion 
plans is unclear. In the last 


18 months, announcements 
have come thick and fast, 
putting Brazil in tbe front 
line of the world car indus- 
try. 

The big question is 
whether there is sufficient 

itemanrt to maVp all these 

new investments viable. 
Even before the recent tur- 
moil in the markets and the 
government's measures to 
slow demand, some car 

rhiofia fhnnghf thw w WOUld 

be overcapacity and a big 
battle for market share. 

Now it looks more likely 
than ever that some compa- 
nies may have to scale back 
their {dans. 

“People thought they 
would clean up here. WeD, 
forget it If all these invest- 
ments come cm stream by 
2001 Brazil’s vehicle manu- 
facturing capacity would be 
over 3m vehicles a year," 
said a motor industry 
finance executive in S&o 
Paula “That’s a rise of over 
30% in three years. The con- 
ditions Just are not ripe for 
domestic demand to go that 
high. So mething , or some- 
one, will have to give." 

Richard Cowper 


‘seeking 

internet 

c 

control’ 


By hgcholas Timmins 
in Washington 

Microsoft and its critics 
cla shed bitterly yesterday at 

a Washington conference 
organised by the consumer 
activist Ralph Nader. The 
giant software company was 
accused of using “the same 
old dirty tricks" to attempt 
to gain control of the con- 
tent placed on the internet 
as well as access to it. 

The charge was dismissed 
as "laughable” by Microsoft, 
which refused to supply 
speakers and accused Mr 
Nader and the conference 
sponsor. Essential Informa- 
tion, of organising a "kanga- 
roo court". 

Gary Rehack, a Silicon 
Valley attorney who repre- 
sents a range of software 
houses, accused Microsoft of 
attempting to extend its vir- 
tual monopoly of PC operat- 
ing systems into internet 
browsers and then beyond 
that to the content that can 
be reached by them. 

He said internet service 
providers whose access 
icons were bundled into 
Windows were required not 
to imply that any alterna- 
tive browser to Microsoft's 
Internet Explorer was avail- 
able when signing up new 
customers. Providers of real 
estate, car sales, travel and 
internet banking services 
also accused Microsoft of 
seeking a dominant position 
or monopoly. 

Greg Shaw, a Microsoft 
spokesman, rejected Mr 
Seback’s charges, saying 
"we don’t have any exclu- 
sive arrangements" with 
internet providers. The 
charge that Microsoft would 
lock content providers out 
or in was “laughable”; he 
said Netscape Navigator, a 
rival browser, held 60. per 
cent of toe market 

On toe fringes of the con- 
ference, a hastily convened 
group of software providers 
and users backed Microsoft, 
arguing that its provision 
of, in effect, a market stan- 
dard allowed new applica- 
tions and software innova- 
tion to develop. 


NEWS DIGEST 


US productivity 
rise hits 4.5% 

US workplace productivity increased at an annual rate of 
45 per cent in the third quarter, its fastest pace for more 
than five years, At the same time, the Labour Department 
yesterday said unit labour costs - typically two-thirds of a 
product’s price - fell 05 per cent It was the first decline 
since tbe April -June quarter in 1994, indicating little infla- 
tion pressure. 

The rise in non-farm productivity - output per number 
of hours worked - was nearly double the revised 2-4 per 
cent advance in the April -June quarter. Many analysts 
expected only 3 per cent annua li s ed growth. 

In a separate report, the department said first-time job- 
less benefits claims fell by 6,000 last week to 310,000, the 
10th straight week below 320,000 and a sign of continuing 
payroll growth. Many analysts had expected a 5,000 drop. 
The strong back-to-back productivity reports added sup- 
port to the “new age" theory - that huge investments in 
computers and other high-technology equipment have put 
tbe economy on the threshold of what Alan Greenspan, 
Federal Reserve chairman, said would be a “once or twice 
in a century" leap in productivity. AP, Washington. 

■ TWA CRASH 


FBI rales out terrorism 

The FBI has notified families of tbe 230 people who died 
in the July 1996 crash of a T\VA flight near New York that 
it has ended its criminal probe and ruled out terrorism as 
a cause. 

Michel Breistroff. vice-president of an association set up 
by families of the victims, said the Federal Bureau of 
Investigation bad sent a letter to families on Wednesday 
officially telling them the investigation was over. 

The head of the association, Jose Cremades, whose son 
was on board the ill-fated Paris-bound flight, is expected 
in New York on Sunday to meet FBI officials over a report 
to be released this month on the crash in the Atlantic off 
Long Island, New York. Mr Cremades said recently the 
FBI had told the US Senate tbe report would show US 
intelligence networks did not find a single reliable claim 
of responsibility from terrorist groups or sympathisers. 

Tbe US's National Transportation Safety Board has ten- 
tatively blamed tbe crash on a mechanical failure near 
the Boeing 747’s fori tanks. AFP, Paris 

m FOREIGN AID 


House vote boosts budget 

The US House of Representatives passed significant for- 
eign affairs legislation early yesterday that reverses 
declines in foreign aid but foils to pay United Nations 
arrears or firnd a new international financial emergency 
fund. 

Tbe bill increases foreign aid for 199B to $125bn, SSOOm 
over current funding. 

Tbe compromise bill was stripped of its most contested 
provisions, including anti-abortion language, Sibn for UN 
dues and $35bn in credit for the International Monetary 
Fund's new emergency assistance programme. 

But, after strong appeals from the administration, some 
lawmakers said the UN and IMF funding could be rerived 
in separate legislation. The White House said denying 
funding to toe UN was an “utterly boneheaded" move at a 
time when the UN was trying to rally world support 
against Iraq. AP, Washington 
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: WORLD TRADE 


Israel high-tech 
ventures find 
friends abroad 

The technology sector is 
attracting growing foreign 
interest, writes Avi Machlis 

W hen a small Israeli with foreign companies. 

company called According to Tamir Fish- 
VocalTec Coramu- man. the Tel Aviv partners 


Honda to take over Peugeot’s Chides® plant 


W hen a small Israeli 
company called 
VocalTec Commu- 
nications created a technol- 
ogy hi early 1996 allowing 
telephone calls via the world 
wide web, it soon followed a 
well worn path taken by 
many Israeli high-tech com- 
panies to Wall Street 
After VocalTec raised 
$48m In an initial public 
offering in New York in 1996, 
Deutsche Telekom, the Ger- 
man telecommunications 
group, set its sights on 
VocalTec's technology. Last 
August Deutsche Telekom 
became the largest share- 
holder in VocalTec, acquir- 
ing 21 per cent for $48m in 
an effort to grab a piece of a 
market that could revolu- 
tionise the telecommunica- 
tions industry. 

Deutsche Telekom was one 
of several international com- 
panies that have invested in 
Israeli technology companies 
recently. And although the 
attraction is not new - since 
1993 more than 90 Israeli 
technology companies raised 
$3.2bn abroad, mostly on 
Wan Street - the recent rise 
in mergers and acquisitions 
signals a new stage for the 
industry. 

“Israeli technology compa- 
nies are hitting maturity,” 
said Elan Zivoto&ky, Israel 
technology analyst for Union 
Bank of Switzerland, the 
investment bank. "A few 
years ago, only a handful of 
Israeli companies woe via- 
ble. Today, as many as 75 
Israeli companies are gener- 
ating significant revenues 
and competing globally.” 

These technology compa- 
nies, dealing mostly in elec- 
tronics, communications, 
information technology and 
software, are helping the sec- 
tor become a major contribu- 
tor to the economy, even as 
Israel experiences a slow- 
down this year. The chief 
scientist’s office at Israel's 
ministry of industry and 
trade estimates high-tech 
exports grew 11 per cent in 
1996 to $7bn, more than 50 
per cent of Israeli industrial 
exports excluding diamonds. 

The rapid growth, gypiama 
International Data Corpora- 
tion (IDC), the information 
technology research firm, is 
a result of the high propor- 
tion of scientists in Israel's 
population - 135 engineers 
per 10,000 people, compared 
with 85 per 10.000 in the US. 
This is partly due to the 
immigration of nearly 1m 
highly educated people from 
the former Soviet Union 
since 1989. In addition, says 
IDC, many Israelis adapted 
experience acquired in the 
army or military industries 
to create civilian technolo- 
gies and start companies. 

The transition from 
start-up to stability has 
helped catapult Israeli high- 
tech companies into links 


with foreign companies. 

According to Tamir Fish- 
man. the Tel Aviv partners 
of the technology-oriented 
US investment bank Ham- 
brecht & Quist, mergers 
between foreign and Israeli 
technology companies con- 
sisted of two deals worth 
$62m in 1994. By 1996, there 
were 12 deals valued at 
$730m. And this year, say 
other analysts, the total 
value could reach $L5bn. 

Among other deals 
year addition to Deutsche 
Telekom’s acquisition, 
Cylink, the US data security 
company, paid $45m in caah 
and £40m in stock last 
month to purchase Algorith- 
mic Research, a private 
Tyi-flAii fi rm fl pa lfog in simi- 
lar fields. 

But it is not a one-way 
street As Israeli technology 
companies become more via- 
ble, many are taking over 
foreign companies. In the 
biggest deal. Comverse Tech- 
nology, the US-listed parent I 
of Israel’s Efrat Technolo- 
gies, joined forces and 

Israeli technology 
sector 


acquisitions Involving 
foreign companies 

Deals Value ($m) 


io am 
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gained control of Boston 
Technology of the US. 

Not everyone is upbeat 
about the industry^ shift 
Some analysts say it could 
impede Israeli technology 
companies from farther 
growth. 

The increase in mergers 
encourages Israeli technol- 
ogy companies to stay small 
and sell out, said Nlsso 
Cohen, Israel country man- 
ager for IDC. “Nobody is try- 
ing to be big. They focus an 
very specific niches, do not 
try to develop themselves, 
grow larger, manu fa ctur e or 
sen.” 

In part the increase in 
mpr gpwi is explained by thp 
heavy Israeli presence on 
Wall Street, which exposes 
investors to the sector. This 
also explains why high-tech 
ventures into Israel have 
been dominated by US com- 
panies. 

Meanwhile, a long list of 
international companies - 
including Intel. IBM and Sie- 
mens - have contributed to 
the ripening of the industry 
by establishing research and 
development centres in 
Israel. This, say analysts, 
has familiarised companies 
with the Israeli market, 
while breaking down reser- 
vations about Investing in 

the volatile Middle East. 


Stick to rules, 
EU tells Israel 


By Judy Dempsey 
In Jerusalem 

The European Union has 
asked Israel to allow its cus- 
toms officials entry to Israeli 
enterprises in order to verify 
the origin of goods exported 
to the EU. 

The request was made 
after Jacques Poos, foreign 
minister of Luxembourg, 
which also holds the EU 
presidency, held talks this 
week with Benjamin Netan- 
yahu, Israeli prime minister, 
and Yaakov Neeman, 
finance minister. 

It followed a public warn- 
ing to Israel that the EU 
would no longer tolerate 
Israel exporting products not 
originating from its territory 
under thp preferential 
of its trade agreement with 
the EU. It also notified EU 
i m por t ers about how Israel 
was flouting the rules, say- 
ing it had doubts about the 
validity of Israel’s export 
certificates. 

“The time has come for 
Israel to comply with the 
1995 trade agreement," said 
an EU official. *lf it wants to 
join the world economy, it 
must abide by the rules.” 

Under the agreement EU 
and Israel customs officials 
have the right to verify each 
other’s export certificates as 
well as visit enterprises. 
Despite repeated requests by 
the EU, Israel failed to bring 
legislation into line with the 


agreement that would allow 
such inspections. “They sim- 
ply kept dragging their feet 
rm thin matter,” the official 
said. Israeli officials rejected 
such charges. 

The EITs decision to go 
public on the matter was 
made following complaints 
by its customs officials dat- 
ing back to 1993. Under a 
previous trade agreement in 
which Israel was granted 
preferential export quotas, it 
was exporting 50,000 tonnes 
of oranges a year, almost 
double the amount Israel 
was capable of producing. 
“Laboratory tests showed 
many oranges came from 
Brazil,” another EU 
said. 

When the new trade 
accord was agreed. EU cus- 
toms officials asked to visit 
Israeli enterprises to verify 
the origin of oranges and 
other products, as well as 
scrutinise the export certifi- 
cates. They were told Israeli 
legislation did not allow 
such inspections. “It has 
been stonewalling ever 
since,” an EU official said. 

The Israel Chamber of 
Commerce has asked its 
European counterparts to 
intevene against any boycott 
by EU importers. Importers 
face penalties or must pay 
duty an goods If it can be 
proved the goods do not orig- 
inate from Israel, even 
though they carry “Made in 
Israel” labels. 


By Mchiyo Nakamoto 
in Tokyo and James Harding 
m Shanghai 

Honda has agreed to 
establish a joint venture pas- 
senger car factory in Guang- 
zhou, southern Chfrig , tyfr i ng 
over the facilities left vacant 
by the withdrawal of Peug- 
eot from the difficult Chi- 
nese car market 
The Japanese carmaker 
sighed an agreement yester- 
day with two Chinese part- 
ners to produce its Accord 
model, making Honda the 
first -among Japan’s five 
leading car makers to win a 
passenger car production 
deal In Chinn 
Suzuki, a maker of mini- 
vehicles, has a production 
joint venture in China. 


Toyota, which has been 
working hard to win a 
vehicle manufacturing deal 
has only been able to con- 
clude an engine joint ven- 
ture. 

Honda is linking up with 
Guangzhou Auto Group and 
Dongfeng Motor Cop in set- 
ting up the new company in 
which it will have a 50 per 
cent stake. The company 
will be capitalised at $20Qm. 
of which Honda will provide 
50 per cent 

Honda's deal draws to a 
close Peugeot's painful expe- 
rience in Guangzhou, which 
was marked at the end by 
protracted negotiations to 
withdraw from the failed 
venture. 

Officials at Slfi Fr ench car- 
maker have blamed the 


decline of their Guangzhou 
operation on the company’s 
minority stake - a 22 per 
cent share in the business - 
which made it difficult to 
control quality and distrUnt- 
tiom , • 

. They have also suggested 
that the inexperience, of 
Guangzhou Auto, Peugeot’s 
former partner, in passenger 
car production presented 
unforeseen obstacles. 

Production at Guangzhou. 
Peugeot fell from roughly 
20,000 units five years ago to 
about 3,000 last year, before 
coming to a halt earlier this 
year. Peugeot executives 
have said they would con- 
sider restarting production 
in Wuhan, where. Citroen, 
part of the Peugeot group, 
produces passenger cars. 


Production of the Accord; 
one of Honda’s most popular 
vehicles, is planned to start 
in the autumn al 1999. ' 

The fanner Peugeot facil- 
ity, which has a capacity-af 
50,000 units win initially pro- 
duce 30JBO units a year. 

Honda will manufacture 
all' engines for the 30,000 
units at the Guangzhou facil- 
ity and mma to have local 
content . of 40 per cent from 
the start for which it expects 
to use parts -from its local 
joint venture engine parts 
company.' 

■ Honda said its' Chinese 
partners would take respon- 
sibility for the debts of the 
former Peugeot venture. 
While Peugeot quit the loss- 
making ioint amid signifi- 
cant differences with its Chi- 


nese partners; -Honda .said 
that it was : confident It 
would not face similar prob- 
lems. 

It has -dose ties with one' 

of the joint venture partner* 
Dongfeng Motor, with which 

ft has a nurtonfyde manufac- 
turing jamt-venture. 

A number of foreign: car 
manufacturers ' had 
expressed interest in the pos- 
sibility of taking Peugeot’s 
place after thefreneh ear 
xnanufacturer 'first si g nalle d 
its intention to withdraw. 

hr recent weeks, the con- 
tenders were Qpel, the Ger- 
man subsidiary of General 
Motors, and Hyundai, the 

vnn>an carmaker, as well as 
Wnrafa- 

Tbe French company has 
also suffered In China’s gen- 


erally lacklustre «“***£ 
passenger cars. whii^» has 
grownfer more 
many analysts everted- 
Among other ^mgs, 
national austerity »«»*“** 
designed to tame 
t£e mid-l99Qs eroded the 
capacity of state enterprises 
to buy cars. . . * 

China's. Ministry of 
Mf chine industries forecasts 
that total vehicle sales, 
including cars, «ns and 
trucks, will gn>w from l.6m 
units last year to 2.7m unfrs 

by 2000 and to more than 6m 

units by 2D10. 

.-By then, passenger 
vehicles will account tor 
two-thirds of the market 
compared with less than a 
third today, according to 
official figures. 
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Rival DVD Audio versions to face auditions 


By Agee Rawsthom 

The music industry plans to 
stage an event at which 
record companies will be 
able to test different ver- 
sions of DVD Audio, the 
advanced digital discs billed 
as the compact disc of the 
fixture. 

Earlier this year, the Inter- 
national Federation of the 
Phonographic Industry 


(IFPD, which represents the 
world’s record companies, 
rejected the electronics 
industry's proposed technol- 
ogy for DVD Audio, and 
invited manufacturers to 
produce new specifications 
for a ‘higher quality formal. 

Manufacturers were given 
until the of this year to 
submit their proposals. The. 
IFPI planned to conduct lis- 
tening tests to their 


submissions after that dead- 
line through an Interna- 
tional Steering Committee 
(ISC), composed of senior 
industry executives. 

Friction has since erupted 
between differe nt: factions of 
the music and electronic sec- 
tors over the choice of tech- 
nology for DVD Audio. 

One camp, including Sony, 
the Japanese electronics and 
entertainment group, is 


believed to have argued that 
the new discs -should offer 
the best possible sound qual- 
ity. Other companies, led by 
Warner Music, a subsidiary 
of Time' Warner, the US 
entertainment group, are 
understood to favour a flexi- 
ble disc providing a range of 
video interactive facili- 
ties far consumers. . 

The various options were 
discussed by tire ISC at a 


meeting in Los Angeles this 
-week Rather than organise 
Its own listening tests, it has 
decided to open up the pro- 
cess by sta g in g an event at 
which record companies can 
maim their- own assessment 
of the competing technolo- 


One option for the indus- 
try may be to adopt a flexi- 
ble format as the standard 
version of the disc, which 


would be playable on all 
DVD Audio hardware, but 
couia be programmed- to ful- 
fil different functions. 

The choice of technology 
for DVD Audio is regarded 
as extremely impor tant 
-within the music industry, 
which recognises that con- 
sumers will not accept It as 
an alternative to compact 
discs unless it is a superior 
product 
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to resuscitate 
Mideast talks 


»«■*«•* audit; 


ons 


By David Gartner, . 

MMcfe East Editor 

Madeleine Albright, US 
secretary of state, today 
meets Benjamin Netanyahu, 
the Israeli prime minister, in 
another attempt to cany- for- 
ward the moribund Oslo 
peace accords between Israel 
and the Palestinians. 

The meeting, during Mr 
Netanyahu *8 visit to te ndo n 
for talks with the British 
government, wiD be followed 
by Mrs Albright meeting 
Yassir Arafat, the Palestin- 
ian leader, in Geneva tomor- 
row, while an heir way to a 
US-sponsored Middle East 
economic meeting widely 
boycotted by Arab states 
because of the Oslo impMwe 

After an eight-month rup- 
ture of negotiations, caused 
by Israel’s decision to build a 
Jewish settlement in southr 
east Jerusalem which will 
complete the encirclement of 
the occupied Arab east of 
the Holy City, Washington 
has devised a four-part strat- 
egy to revive the peace pro- 


The US is asking Israel for 
a “time-out “ or temporary 
halt to all settlement bund- 
ing, and the -Palestinians fear 
greater co-operation in buflet- 
tag Israeli security against 
Islamist suicide bombers. At 
the gamp time, Washington 
wants to advance to negotia- 
tions on a final treaty - cov- 
ering the future of Jerusa- 
lem and the Jewish 
settlements, and whether 
Palestinians will get an inde- 
pendent state and their 4m 
refugees can return - while 
safeguarding Milling Israeli 
commitments to the Pales- 
tinians under Osin 
. So far, Mr Netanyahu and 
his hardline coalition of 
nationalists *nfl religious 
fundamentalists have 
ignored US entreaties to 
freeze settlement b uilding . 
The Israeli premier last 
week called Mrs Albright’s 
timeout demand **a non-is- 
sue". Israel then suggested ' 
in largely futile talks last 
week near Washington that 
a temporary halt to its colon- 
isation drive might be con- 
sidered if the Palestinians 





SA business leaders 
‘lying on apartheid’ 


Robin Cook, foreign secretary, right, met Benjamin Netanyahu when the Israeli prime 
minister arrived in London yesterday for talks with prime minister Tony Blair. 


agreed to waive the Israeli 
ry m v mttmpnt under Oslo to 

redeploy its 100,000 troops in 
the West Bank by mid-1998- 

The Palestinians, however, 
insist on Israel delivering 
what it bus already agreed 
before moving to “final sta- 
tus" talks, believing that if 
these start with Israel in 
control of most of their terri- 
tory, they will be negotiating 
with a gun to their head. 

The US approach to the 
dispute, now more balanced 
after a year in which Wash- 
ington has focused almost 
exclusively on Israeli secu- 
rity needs,- Is intended to 
reassure the Palestinians 
that the little they have 


secured so far in return for 
recognising Israel Is not 
being compromised. 

Saeb Erakat, a leading Pal- 
estinian negotiator, said 
after last week's talks that 
“after four days of futile dis- 
cussions, we ended tip with- 
out even an agreement on 
the crucial iswnaa of Anther 
redeployments and cessation 
of settlement activities. 1 ’ 

Mrs Albright’s difficult' 
task now is to move the two 
sides towards agreement at 
least on the shape of “final 
status”, without undermin- 
ing Palestinian support for 
the process by allowing 
Israel to push aside the 
“interim" Oslo agreements. 


Aaron Miller, special Mid- 
dle East co-ordinator at the 
US State Department, says 
the urgent need is to get 
some convergence of views 
an “what the endgame is.” 
Oslo, he says, with its incre- 
mental approach of confi- 
dence-building before tack- 
ling the least trac ta ble “final 
status” i ssues, “had an inter- 
est in obscuring" the precise 
shape of a final settlement. 

- Critics of this approach, 
however, believe Mr Netan- 
yahu is just going through 
the motions and is deter- 
mined to prevent the Pales- 
tinians getting a viable, inde- 
pendent state. 

Editorial Comment, Page 11 


By Roger Matthews 
in Johannesburg 

South Africa’s business 
leaders were accused yester- 
day of “lying through their 
teeth" about their stated 
objections to the apartheid 
system and whites were 
urged to stop whining and 
face the monumental chal- 
leges left by the previous 
regime. 

The charges were made by 
trade unionists and a cabinet 
minister during hearings in 
Johannesburg of the Truth 
and Reconciliation Commis- 
sion, which is invest- 
igating abuses of human 
rights in the apartheid years. 

But Julian OgOvie Thomp- 
son, chairman of Anglo 
American, South Africa's 
largest conglomerate, denied 
capitalism and apartheid 
“were, or are syn o nymous". 

Anglo American consid- 
ered apartheid to be a “deep 

affr ont" to h uman dignity 

and Mr Ogilvie Thompson 
apologised unreservedly for 
the physical and mental 
suffering that it had 
inflicted 

Apartheid had been mop 
ally wrong, and economi- 
cally disastrous, he said. 
Anglo American, which be 



U 






said was hated by the former 
National party government 
and discriminated against, 
would have grown more rap- 
idly but for the constraints 
of apartheid, claimed Mr 
Ogilvie Thompson. 

Sam Shllowa, general sec- 
retary of the Congress of 
South African Trade Unions, 
had earlier argued that capi- 
talism in South Africa was 
built on the systematic 
racial oppression of the 
majority. 

“Employers collaborated 
with the apartheid regime 
from the outset, and bene- 
fited enormously from apart- 
heid capitalism,” he said. 

“They now claim either 
they were opposed to apart- 
heid. or bad no alternative. 
Like millions of Germans 
who were 'only following 
orders’ their only crime, it 
seems, was cowardice. They 
are lying through tbeir 
teeth." 

Mr Shllowa, whose union 
federation is closely allied to 
the ruling African National 
Congress, mocked company 
chairmen and chief execu- 
tives who had admitted that 
their only fault was they had 
not done more to hasten the 
end of apartheid. 

"Suddenly they have 


become revolutionaries and 
freedom fighters”, although 
he accepted others had 
“escaped this rampant his- 
torical amnesia and still 
remember some of their past 
actions". 

Jay Naidoo, minister of 
posts and telecommunica- 
tions and former union 
leader, said there was over- 
whelming evidence of the 
dose collaboration between 
business and government. 
“No one can stand here and 
deny business has been a 
major beneficiary of apart- 
heid. It would be an insult to 
all South Africans.” 

Mr Naidoo said he was 
looking for “real expressions 
of remorse, of unqualified 
apologies for the immense 
damage done to the masses 
of this country. 

“I appeal to these people to 
shed their selfish arrogance, 
their whining and whin- 
geing, and face the monu- 
mental legacy or the past " 
he said. 

“If there is just a flicker of 
recognition of what they did 
to millions, a flicker of 
remorse, and a flicker of 
commitment we stand a 
chance of on economic mira- 
cle," he said. 


Morocco votes 
under king’s 
watchful eye 


By Route Khatef m Rabat 

More than 13m Moroccans 
are to elect a 325-member 
lower house today. In a poll 
billed by the government as 
proof of King Hassan’s demo- 
cratic intentions. 

The winners will form 
Morocco's next government, 
which should begin to tackle 
the country's problems, 
including a corrupt and 
bloated administration, fall- 
ing education and judicial 
systems and a 16 per cent 
rate of unemployment 

The influence of the lower 
house and the resulting gov- 
ernment will be kept in close 
check, however. The king’s 
wide-ranging powers include 
approving ministers. A two- 
thirds majority in the second 
house, established in a con- 
stitutional referendum last 
year and likely to be con- 
trolled by pro-palace parties, 
can topple the government 

Some 16 parties, fielding 
more than 3,000 candidates, 
are contesting the elections 
and, for the first time in 
Morocco’s history, a moder- 
ate Islamis t party has been 
allowed to take part A1 Adi 
wal Tbsan, the main Islamist 
movement is not allowed to 
form a party. But another 
Islamist grouping, tolerated 
by the king, is fielding 142 
candidates. 

The king in recent years 
has been keen for the opposi- 
tion - led by the nationalist 


Istiqlal and the left-leaning 
Socialist Union of Popular 
Forces - to play a role in 
government which has been 
dominated by pro-govern- 
ment parties for decades. 

This is believed to be 
essential to the image of 
democracy. But after accus- 
ing the administration of rig- 
ging the 1993 legislative poll, 
the opposition refused to 
join a government which 
included Driss Basri. the 
powerful interior minister. 

The opposition’s attitude 
has now evolved. Keen to 
avoid creating a political 
void that may strengthen 
the Islamist movement, the 
opposition agreed to work 
with Mr Basri to prepare for 
today's elections. Mr Basri 
has in turn promised a fair 
and transparent polL 

However, it is far from 
clear that the opposition will 
he able to win a clear major 
ity. In the June local elec- 
tions, opposition parties won 
only 3L7 per cent of seats. 

Some parties claim elec- 
toral fraud has simply 
evolved into practices such 
as the padding of electoral 
lists with as many as 800.000 
fictional names, a charge the 
government denies. 

Islamists and other opposi- 
tion candidates, meanwhile, 
charged this week that they 
have been harassed by the 
authorities and in several 
cases prevented from hold- 
ing public gatherings. 


Popularity at 
a certain price 


By Rotda Khatef 

Abdel] alii has done good 
business during the cam- 
paign for Morocco's legisla- 
tive elections. The 30-year- 
old unemployed man has 
been paid DhlOO ($10.63) a 
day to distribute leaflets for 
a pro-government party. 

He says he has been prom- 
ised another DhlOO for his 
vote. In a destitute neigh- 
bourhood In Sale, near 
Rabat, residents say votes 
are going for as much as 
Dh200 a person. 

Abdeljalil. however, bas 
no Intention of voting for 
the party he's been working 
for. He will take the money 
and vote for the opposition. 

Vote-buying in Morocco is 
an old tradition. But the 
practice reached unprece- 
dented levels in the Jane 

local elections, according to 
the Moroccan Organisation 

of Human Rights (OMDH). 
Elaborate networks turned 
Illicit use of money into an 
open market and the OMDH 
accused the interior minis- 
try of tolerating the prac- 
tice. After the June elec- 
tions, Driss Basri, the 
interior minister, said that 
“money is a fundamental 
element in elections; it is 
not corruption". 

Bat King Hassan has 
warned against vote-buying 
and the interior ministry 
has promised to fight ft Six 
people have been arrested 
for trafficking in voting 
cards in the past two weeks. 


Although pro-administra- 
tion parties are more often 
accused of buying votes 
than other parties, diplo- 
mats in Rabat say everyone 
has now joined in the game. 
At the Rabat headquarters 
of the Socialist Union of 
Popular Forces (USFP). a 
main opposition party 
which denounces the illicit 
use of money, a special 
“fraud” desk has been set 
up to receive complaints. By 
mid-week, the party had 
received more than 100 sub- 
missions, which it then filed 
to the commission oversee- 
ing the elections. 

There are two forms of 
vote-buying: either voters 
are paid directly and then 
asked to produce as proof all 
the ballot papers except the 

one for the paying party, or 
voting cards are bought 
from people and given to 
others to vote with. 

In a country with rampant 
unemployment and poverty, 
and an illiteracy rate of 60 
per cent, no candidate dares 
to advise voters Dot to 
accept illicit funds. In a run- 
down house In Sale, a USFP 
candidate tells residents 
that if they accept money 
from his opponents, they 
should simply cast a blank 
vote. But after showing the 
ballot papers as proof, they 
are encouraged to hand 
them over to someone who 
has also been paid. He can 
then vote for the USFP and 
still tell his benefactors that 
their money was well spent 
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Government ‘expects to earn commercial return’ from new generation of aero engines 

Rolls-Royce wins $340m state support 


By Stefan Wagstyi, 

Industrial Editor 

The government is to give £200m 
($340m) in financial support to 
Rolls-Royce, the aero engines and 
industrial power group, to help 
develop a new generation of aero 
engines. John Battle, the industry 
minister, said the funds were being 
advanced as a long-term invest- 
ment on which the government 
expected to earn "a commercial 
rate of return". 

Rolls-Royce is separate from 
Rolls-Royce Motors, the carmaking 
offshoot of Vickers.. 


Tony Blair, the prime minister, 
has already chosen the Trent 
engine as one of the government's 
millennium products - examples of 
high-quality British goods. The 
award confirms his willingness to 
support industry, but is unlikely to 
set any financial precedents out- 
side aerospace. 

The advance is being made 
under the Civil Aviation Act which 
is limited to aerospace. Ministers 
are expected to give a decision 
soon on a separate aid request 
from British Aerospace. 

Mr Battle said the agreement 
with Rolls-Royce embodied “the 


government’s commitment to pub- 
lic/private partnerships”. He said 
the arrangement differed from sup- 
port given in the past to 
Rolls-Royce by the Conservatives 
which was called “launch aid". 
However, like the new programme, 
the launch aid schemes were also 
designed to earn a return - and are 
bringing the government about 
£25m a year. 

John Rose, the Rolls-Royce chief 
executive, said the government 
would be a partner in the pn gtnp 
programme, sharing risks and 
rewards. The programme might 
have gone ahead without the gov- 


ernment, but it would have devel- 
oped more slowly. 

He declined to give details of the 
government's stake but said the 
government, together with private 
sector partners, Including Lucas 
Varity. the motor and aerospace 
components group, would eventu- 
ally hold about 20-30 per cent of the 
project The private sector partners 
would take shares of the work, 
often to factories outside the UK. 
The government's Investment 
which did not involve a share of 
the work, would safeguard 8,000 
jobs at Rolls-Royce and a further 
8,000 at suppliers. 


Blair is sucked into 
financial quicksand 

T Sifter hL pr £ e Robert Peston examines 

nailed that his gov- +1, - 



T ony Blair, the prime 
minister, has sig- 
nalled that his gov- 
ernment is likely to push 
through the most significant 
reform of political funding in 
the UK for more than 100 
years. He would like to see a 
cap placed on the amount 
any party can spend in a 
general election campaign. 

According to one of his 
close associates, he plans to 
introduce a ceiling ou the 
size of individual donations 
while remaining hostile to 
big public subsidies for polit- 
ical parties. 

This does not represent a 
radical departure from the 
way his thinking bad been 
moving. But it does push the 
issue higher up the agenda, 
while paradoxically showing 
how hard it is becoming for 
the prime minis ter to dictate 
the course of events. Rather 
like his Conservative prede- 
cessor. John Major. Mr Blair 
appears to be reacting rather 
than leading. 

The political funding issue 
has come to the fore because 
the government is facing its 
most serious embarrassment 
since winning the general 
election in May - stemming 
from a £lm ($1.7m) gift to 
the Labour party' made last 
January. 

The money - from Benue 
Ecclestone, the entrepreneur 
who Id effect runs Formula 
One motor racing - had 
remained a secret until ear- 
lier this week. Its disclosure 
caused great controversy 


Robert Peston exa min es 
attempts to reform the 
funding of political parties 


because the government last 
week exempted Formula One 
from a proposed ban on 
tobacco sponsorship of sport- 
ing events. 

The prime minister was 
doubly vulnerable to a 
charge that Mr Ecclestone 
had purchased influence 
because it also emerged that 
the motor-racing multi- 
millionaire attended a meet- 
ing with Mr Blair at Down- 
ing Street on October 16. 

Mr Blair denied any 
favours had been done for 
Mr Ecclestone, claiming For- 
mula One escaped the ban 
for a combination of eco- 
nomic and health reasons. 

The affair raises two prob- 
lems for Mr Blair. First, 
there is the appearance 
rather than the fact of 
impropriety. “Of course 
Tony did not actually do 
anything wrong," said one of 
his close colleagues. “But 
the whole thing looks so 
bloody sleazy.” 

Second, in his zeal to show 
that his hands were clean, 
Mr Blair broadened the issue 
from the narrow question of 
a single donation to the gen- 
eral issue of the financing of 
all parties. 

He did this by seeking the 
advice, late last week, of Sir 
Patrick Neill, the new chair- 


man of the Committee on 
Standards in Public Life. Sir 
Patrick told him that there 
was an appearance of a con- 
flict of interest created by 
the gift from Mr Ecclestone, 
so Labour should repay it 
This created something 
akin to a crisis for all the big 
UK political parties. If 
Labour and the Conserva- 
tives bad to repay money 
from any group with an 
Interest in future legislation 
or government reviews, they 
would soon be bankrupted. 

T he trade unions. 
Labour's principal 
financial backers 
throughout the century, are 
for example profoundly 
interested in the outcome of 
a government review of 
union representation in the 
workplace, which will culmi- 
nate in a government paper 
early next year. "Does that 
mean we have to give back 
all the millions we have 
received from them?” asked 
a senior member of the 
government. 

But although Mr Blair has 
signalled the reforms he 
would like, he recognises 
that lack of public confi- 
dence in political parties 
means he cannot simply do 
what he wants. He has there- 


T ONY Blair's govern- 
ment has been beck 
from holiday just two 
weeks — and tied itsetf in 
loots utter a series of un- 
forced, bask errors. 

Minister* are beginning to 
panic at rh* wav senior fig- 
ora appear to be bungling 
issue after luuo. Worse, 
thing* are going wrong for 
tbe government Jusl as It is 
getting Into its stride as rbo 
ular in history. 



Tony Blair, who was given strong su pp o rt from Britain’s 
topselling dally newspaper in the April election campaign, 
received a stern rebuke from it yesterday 


fare passed the thorny ques- 
tion on to Sir Patrick’s com- 
mittee. One or its members. 
Anthony King, a professor of 
politics at Essex University, 
said the committee would 
study practices in the rest of 
the world. 

The UK is unusual in that 
other countries tend to have 
greater levels of state fund- 
ing and also frequently pro- 
vide tax breaks to those 
making small donations. 

Britain lags behind many 
of its neighbours in terms of 
transparency, largely the 
result of a reluctance of the 
Conservative party during 
its 18 years in power to 
accept any regulation of 
party funding. Now the Con- 


servatives, the largest oppo- 
sition party, say they are 
prepared to accept the gov- 
ernment’s proposed legisla- 
tion to ban foreign funding 
and force disclosure of dona- 
tions over £5,000 ($8,450). 

The endorsement of 
Labour by the top-selling 
newspaper The Sun before 
the general election was 
probably vastly more valu- 
able to it than Mr Eccles- 
tone's donation, lids makes 
Labour vulnerable to the 
charge it is beholden to the 
Sun's owner, Rupert Mur- 
doch. 

As Prof King said: "There 
is no clean solution. If than 
had been, some country 
would have found it" 


‘Sleaze’ problems deepen for government 


By John Kampfner in London 

The Labour government’s problems 
over “sleaze" deepened last night 
after it emerged that it was admon- 
ished by tbe new ethics watchdog 
Tor discussing a donation from the 
bead of Formula One, the grand 
prix motor racing organisation, 
while amending policy on tobacco 
sponsorship. 

Ministers conceded that a second 
offer of money to the Labour part}' 


- following a £lm (8 1.7m) gift in 
January - was made by Bernie 
Ecclestone, president of Formula 
One. over the summer. 

Senior Labour officials said the 
decision to reject the second dona- 
tion came after policy was changed 
to exempt Formula One from a 
tobacco ban. “It was clear from that 
moment that no further donations 
could be made," an official said. 

However, correspondence between 
Sir Patrick Neill, chairman of the 


rnmmiWw» on standards in public 
life, and Tom Sawyer, general secre- 
tary of tbe Labour party, appeared 
to suggest that ministers were keen 
to keep the original money. 

It also indicates the main purpose 
of a letter last Friday was to seek 
guidance on the second proposed 
donation, whose existence was 
revealed only five days later. 

Sir Patrick's reply on Monday, 
which was copied to Tony Blair, the 
prime minister, implies that minis- 


ters ought to have realised in 
advance a potential conflict of 
interest 

Sir Patrick said: “While no criti- 
cism can fairly be made of the 
receipt of the first donation, in Hie 
light of the way in which govern- 
ment policy has developed, minis- 
ters could well conclude that in the 
special circumstances of the case, 
their freedom of action would be, 
and would be seen to be, enhanced if 
the donation were to be returned.” 
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Edward Jones to open 400 offices in ‘market poised for growth’ 

US broker ready to invade 
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By Jean Eagfesham 
m London 

Edward Jones, one of the 
biggest US retail stock- 
brokers, intends to open 400 
offices in the UK within five 
to seven years, making it 
one of the 10 biggest brokers 
in the country. “This is very 
important to us - it is a 
springboard to countless 
opportunities," said John 
Bachmann. manag in g princi- 
pal at Edward Jones. “We 
see the UK as a market 
poised for dramatic growth 
in this area.” 

The firm's main competi- 
tors will be independent 
financial advisers and tradi- 
tional firms of stockbrokers. 
Unlike the big execution- 
only mo advice) brokers. 


such as Charles Schwab, 
Edward Jones specialises in 
offering face-to-face invest- 
ment advice through local 
offices. 

“We do not compete 
directly [with execution-only 
firms),” said Mr Bachmann. 
"People who want to DIY 
will only see the value of our 
service after they have been 
through a market cycle." 

“There are a number of 
UK brokers we believe do an 
outstanding job of helping 
investors,” he added. “But 
they have not really shown 
much interest in people who 
do not have very large sums 
of money to Invest. We feel 
there is a gap in the mar- 
ket". 

Allan Anderson, who is 
heading Edward Jones’s UK 


operation, says that tbe UK 
lacks large scale advice- 
based financial companies. 

The biggest UK firms of 
independent financial advis- 
ers and stockbrokers have 
fewer than 100 advisers each. 
Edward Jones has about 
3,700 offices in the US, each 
staffed by a single broker 
and assistant, and is expand- 
ing at the rate of 15 per cent 
a year. 

It has chosen the UK as 
the base for its expansion 
out of North America 
because of the combination 
of government incentives for 
people to save for r e tirement 
and the massive expansion 
in share ownership that has 
been triggered by privatisa- 
tions and demutualisations. 

"Our business is not a geo- 


graphic but a social phenom- 
enon. The demographics are 
the same throughout the 
West - governments have to 
encourage people to save," 
said Mr Bachmann. "No 
place In the world has 
changed as rapidly as the 
UK - we have been 
astounded at the speed with 
which this nation, consid- 
ered conservative, has led 
the way.” 

Edward Jones aims to 
have eight UK branches in 
operation by January, 
subject tp clearance from 
the regulator, the Securities 
and Futures Authority. Tbe 
first branches will be staffed 
by US employees but the 
firm win later recruit British 
staff in its planned 
expansion. 


The Trent programme has 
already generated some £4bn in 
orders in two versions - the Trent 
700 for Airbus Industrie's A33Q and 
the Trent 800 for the Boeing 777. 
The government's money win help 
finance three more versions for 
new aircr aft - the Trent 500 and 
Trent 600 for the A34Q-50Q and 
A340-600 Airbuses and the Trent 
8104 for the Boeing 777-2Q0X and 
777-300X. Rolls-Royce estimates 
that total sales from the pro- 
grammes will exceed £50bn over 20 
years. Rolls-Royce faces tough com- 
petition from rivals General Elec- 
tric and Pratt & Whitney of the US. 

Britain 
to urge 
EU code 
on arms 
exports 

By Tim Burt in Stockholm 


The UK government said 
yesterday that ft would use 
its presidency of the Euro- 
pean Union next year to 
urge all 15 member states to 
adopt a code of conduct on 
arms exports. 

Tony Lloyd, a Foreign 
Office minister, told an inter- 
national conference on arms 
exports in Stockholm that 
the UK had begun drawing 
up a draft code outlining 
new standards for European 
arms sales. The move fol- 
lows the UK government’s 
announcement in July of 
tough new criteria to pre- 
vent the sale of weapons to 
countries where they might 
be used for internal repres- 
sion or international 
aggression. 

“Effective international 
regulation, of arms exports 
cannot be carried out by the 
UK alone,” mM Mr Lloyd. 
While the proposed code 
would not be legally hinriing . 
Mr Lloyd said countries 
seeking to join the EU would 
be expected to sign it 

Although his comments 
were welcomed by the Swed- 
ish government, Leif Pagrot- 
sky, tiie country’s trade min- 
ister. said: “An EU code of 
conduct would have to bal- 
ance the need for common 
restrictive policies with the 
ambition of each individual 
country to retain its sover- 
eignty over decisions of 
importance to national secu- 
rity." 

• The UK government yes- 
terday awarded a controver- 
sial contract worth more 
than £300m ($507m) to Elec- 
tronic Data Systems to han- 
dle sensitive personnel 
records for members of the 
armed forces in spite of 
Labour's concerns about the 
deal before the election, 
George Parker writes. 

EDS Defence will handle 
pay, pensions and adminis- 
trative records for the armed 
forces for up to 12 years in a 
deal which includes the 
transfer of 1,000 civilian and 
military staff to the 
company. 

Critics of the deal argue 
that EDS wiD have access to 
highly sensitive military 
information, including the 
location of troops, including 
secret units such as the Spe- 
cial Air Service. 

EDS Defence beat a rival 
bid from Siemens, the Ger- 
man engineering group, to 
win the ministry contract 
The company already has 
three of the biggest UK gov- 
ernment IT contracts, with 
the Inland Revenue, Depart- 
ment of Social Security and 
thp Driver and Vehicle Lic- 
ensing Agency. 

The deal was signed yes- 
terday by John Reid, armed 
forces minister, who said: 
“Awarding this contract 
shows this government’s 
willingness to enter into 
partnership with the private 
sector when it is sensible 
and cost-effective to do so.” . 


UK NEWS DIGEST 

IRA denies it is 
split over peace 

was "united and committed to the notoxw 

rs. =- to ft. journal 

News, Mows Irish new^percla^ttayB “ 

quit the terrorist group hi talks. 

tinued participation ba ttie Northern Ire l* 3 

Sinn Fein is the IRA’s political wing. rBasefire was 

An Irish government spokesman saidthe cea^we was 

Intact Meanwhile in "“^^fiK^Snister 
week-long US trip. Mo Mowlam, the Bn -nod as. if 

for Norton Ireland, said the * 

not better than, tbe last one”. She said there was 
dence of mass defections, and that 0 

IRA and Sinn Fein activists who had resigned was 
unlikely to “create internal problems for the S 

ta 3Si fyrroyBrr^DtU^ Bruce Clark. Washington 

■ SMALL JAGUAR CAR 

Accord by Ford and unions 

Ford and its Jaguar offshoot have agreed with trade 
unions on a number of issues which wouldaUow Ford s 
Halewood plant to north-west England tobe a contender 
to build a proposed small Jaguar, the X400. _____ 

The Transport and General Workers Union held press 
conferences yesterday, under the apparent 
that Ford’s board would announce a decision about the 
X400. But Jaguar and Ford made clear that the 1 
was not on tbe agenda and that nothmgwus hkely tobe 
decided this year. Several potential prodnen on sites wui 
remain under examination in Europe and the US. tne 
companies emphasised yesterday. John Gnaws 

Honda results. Page 13 

■ MUSIC INDUSTRY 

Minister plans piracy crackdown 

Chris Smith, the chief culture minister, has commissioned 
a review of copyright protection to the music industry m 
order to crack down on piracy and to extend existing leg- 
islation into tbe digital domain. 

The Department of Culture. Media and Sport said Mr 
Smith considered copyright protection to be the “absolute 
bedrock” of tbe music industry and had instructed offi- 
cials to “look afresh at the whole area". The review high- 
lights the importance attached by the Labour government 
to music, which is one of the UK’s most successful export 
sectors thanks to the popularity of young acts, such as 
Oasis and the Spire Girls, and of older artists, notably 
Elton John and the Beatles. Alice Rawsthom 

■ S KOREAN INVESTMENT 

First product from Welsh factory 

The first computer monitor 
came off the production 
line (left) at the LG factory 
at Newport in south Wales 
yesterday just over a year 
after the South Korean 
company announced that 
the factory was to be built 
The event marked the end 
of phase one of the five- 
year development, which 
will create 6,100 jobs. Five 
hundred staff are already 
working at the factory. 

Work began in April to 
build the 26,000 sq m com- 
puter monitor plant, which will produce 2m units a year 
when it reaches full capacity. The Welsh Development 
Agency said phase one had been completed in “record 
time for a project of this size”. Juliette Jozeit 

■ MILLENNIUM AWARD 

Extra bridge for Thames 

An award of £7.lm ($12m) raised through tbe National 
Lottery has been allocated by the Millennium Commis- 
sion and will allow the construction of the first new 
bridge across the river Thames in London this century 
and London’s only dedicated crossing for pedestrians. The 
bridge will be sited close to St Paul's Cathedral. 

Tbe Financial Times sponsored the design competition 
and early development of the bridge idea in 1996 when Sir 
Norman Foster and Partners and Sir Anthony Caro, the 
sculptor, worked with engineers. Ove Arup & Partners, 

A Millennium Bridge Trust under the chairmanship of 
David Bell, chairman of the Financial Times, has been set 
up to oversee its design and construction. The trust will 
include key representatives of organisations on both sides 
of the river. Colin Amery 

• Oxford University’s Bodleian Library, one of the 
world’s oldest libraries, could be forced to close some of 
its reading rooms to visiting scholars after the Heritage 
Lottery Fund rejected a £6J5m bid to finance vital repair 
and restoration work. It could severely disrupt academic 
study, and Oxford’s own dons [senior academics] are 
being warned that the programme of Improvements to 
“bring the library up to 21 st century standards" could 
now take 15 years to finish. 

■ CRIME 

Offences of violence up by 11% 

The total number of criminal offences recorded by the 
police in England and Wales has fallen for the fourth con- 
secutive year, although there has been a significant jump 
in tb e numbers of violent crimes offsetting the decline in 
property c rimes . In 1996, there were just over 5m total 
r ecan ted offences, a fall of 1 per cent on the previous year. 
Crime has now been cut by 10 par cent since the paaft lev-" 
els of 1992. Although the number of violent crimes, includ- 
ing assault and sexual offences, had stabilised in 1995 , last 
year they rose by 11 per cent. SmumBuckbg 
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S ets, Loudon's new electronic 
share trading service, has 
had an unexpected side- 
effect: many investors say it 
creates more confusion about the 
real price of shares than its 
predecessor did. 

This is hap pening because com- 
panies in the FTSE 100 index are 
now quoted in a way that can lead 
to distortion rather than a genu- 
ine reflection of the day's overall 
trading activity. 

The situation has worsened 
because the main information 
providers - Reuters and iCv 
Datastream - report prices differ- 
ently. It has also been affected by 
a big increase to volatility and 
low liquidity. 

Under the old system, the quo- 
tation of a Footsie stock was a 
theoretical calculation known as 


Investors say new system distorts trading picture, writes Peter John 


the “mid”. It represented the 
point between the highest price at 
which brokers were prepared to 
bid for stock and the lowest price 
at which they were prepared to 
sell. Hie spread between the most 
competitive buying and selling 
prices was known as the “touch". 

Smaller company prices are still 
reported in this way. But the 
stock exchange recommends that 
Footsie prices represent the last 
trade executed. And as the new 
order board system attempts to 
match buyers and sellers automat- 
ically, tbe last trade might be well 
outside the touch. 

For example, on a steady day 
recently, Bass shares quoted on 
ICV were suddenly up 78 pence 


($1.3$) or 10 per cent, and the 
spread was 65 pence - unaccount- 
ably wide for a heavily traded 
Footsie stock in which a more 
normal spread might be 15 pence. 
Analysts began to seek fundamen- 
tal reasons why the shares might 
have rocketed so suddenly, only 
to discover that a trade had been 
carried out well above the most 
competitive price. 

Reuters has decided to keep the 
old system for some screen pages 
while switching to the new sys- 
tem on others. ICV has switched 
entirely to the new system, as has 
Ceefax. the BBC text service. 
Newspapers, including the Finan- 
cial Times, also publish the price 
of the day's last trade executed on 


tbe electronic order book. 

Because the change bna coin- 
cided with increased market vola- 
tility as investors try to take 
account of recent turbulence in 
Asia* prices quoted under the two 
systems have occasionally been 
adrift by several percentage 
points. 

“There has been a lot of confu- 
sion,” says Robert Giles, Sets proj- 
ect man ager at Credit Lyonnais 
Laing and writer of what many 
consider the definitive guide to 
the new system. “It is partly 
because a lot of people are still 
□sing the old Reuters mid-price 
templates. 

“But it’s partly a feature of 
spreads being wide, which they 


are in times of volatility. The 
median spread is L7 per rent at 
the moment, compared with 0.6 
pa* cent before the change.” 

Spreads were projected to fall 
but they have been further exag- 
gerated by a general lack of 
liquidity, which farces traders to 
go well outside the touch if they 
want to fill big orders. And the 
lack of liquidity is a result of 
unwillingness to commit to the 
new system 

“Not enough people are using 
it," says Paul Corbett, sales trader 
at Panmure Gordon. “The stock 
p-crhangi* will have to do some- 
thing about the way it’s working. 
Some of the spreads are ridicu- 
lous." 


Reuters insists- it is merely pro- 
viding a variety of services for a 
variety of clients and that 
need the old mid prices heewuse 
about 60 per cent of Footsie busi- 
ness - an array of orders, from 
big block trades to man trades 
below the minimum market size - 
is still conducted in the tradi- 
tional way; visibility disappears 
under the new reporting system. 

ICV has adopted the Iast-order 
quotation system, but because of 
customer demand is considering 
showing mid prices as welL. 

“We have taken a lot of 
from people who have Reuters 
screens and wonder why the 
prices are different." says Roberto 
Rivero, h e ad of transactional ser- 
vices at ICV. 

Loudon stocks. Page 28 
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Nigel Andrews talks to hands-on film producer, Arnold Kopelson 


A rnold Kopelson is in 
the Rrtz Hotel. Paris, 
and is told he can't 
take cofree in the 
lobby. Five minutes 
and a polite discussion later, he 
is served coffee in the lobby. Ha 
also asks if he might gmnfca a 
cigar, but the waiter knows the 
answer. A stogie the size of a 
battleship is already in the pro- 
ducer’s hand. 

This man is the king of inde- 
pendent Hollywood moguls, 
action-drama division. He made 
Seven, Eraser and The Fugitive. 
He spent months in the jungle cm 
Platoon, followed by weeks of 
acclaim and Academy Awards. 
And last week Mad City opened 
across America, with Dustin 
Hoffman and John Travolta 
standing back to back in a 
besieged small-town museum, 
fending off the FBL 
If they have to fend off critics 
too, Kopelson can handle it Mad 
City has had a history of delayed 
openings and troubled test pre- 
views. But as the cbrmkDy-bitilfc, 
affably-spoken producer tells me, 
critics no more have the last 
word than do studio chiefs. 
“Every studio passed an Seven. 
We finally made it for small 
money, just £3lm. and it’s taken 
$750m worldwide with an (Hi- 
laries. ” No one knows what will 
succeed and what want in mov- 
ies today. A producer with an 
animal instinct for the job is as 
reliable as it gets. 

Mad City tells of a sacked 
museum guard (Travolta) whose 
reluctant rampage is first 
reported, then supported, by on- 
the-spot TV journalist Hoffinan. 
A minor incident turns into a 
mini-apocalypse. 


Kopelson demanded reshoots 
when he felt the emotions were 
not being punched up enough by 
Costa -Gavras, the Greek-born 
French director who punched 
fhpm op falr-to-str o ngly in Z and 
Missing. “He's esoteric, very 
intellectual ini bis approach," 
says Kopelson. “I felt we had to 
nail down the drama and rela- 
tionships more." 

The theme is' already nailed 
down - and topicaL A week 
before the producer and I met by 
pre-arrangement at the Bits, it 
coincidentally became the most 
famous hotel in to«t world. “Mad 
City -raises interesting issues 
about the press, particularly in 
.the light of the tragedy of Diana. 
Does a journalist merely report 
the news or does he pursue it 
and even, insert himself in the 
story?” 

Costa-Gavras, in a later phone 
can, elaborated far me; "Because 
of television, the press has 
become more and . mare aggres- 
sive Id pursuing stories. The trag- 
edy. of Princess Diana happened 
in part because the newspapers 
wanted the 'hottest' pictures. Ifs 
very dangerous because the press 
is a kind of third political 
power." 

. Kopelson was a hot news story 
himself when we met He had 
been Interviewed non-stop by the 
French as a guest of honour at 
the Deauville Film Festival And 
fellow Americans were now pay- 
ing fealty in Pails. “Hello, I'm 
from the William Morris Agency, 
I represent Whoopi Goldberg," 
said a young man. approaching 
soon after we sat down. We had 
only just passed Whoopi herself 
“Hi, Goldie!” Kopelson had cried, 
either privy to an inner-circle 


or confusing his film 


The producer has also been in 
the news- as leader of a “produc- 
er's rights" movement gathering 
momentum in Hollywood. 

“I loathe and despise it," he 
says when I mention the cause of 
dispute, today's near-demented 
proliferation of produce 1 credits. 
We all know how modern movie 
titles read; six co-producers, eight 
executive producers, umpteen 
h emi-demi-semi-producers, most 
of th<»m being the star's chauf- 
feur, wwitiag gr, bottle-washer or 
body servant 

K opelson simmers. 

“We’re up to 200 pro- 
ducers now. Why? 
Because it’s another 
way for an actor to 
extract money and maybe control 
over his movie. An A-hst actor is 
brought into a by bis man- 
ager who says. ‘Okay, if you want 
my client, I want a $im fee on 
top of what you give him, and -a 
producer credit’ If the studio 
wants the star badly enough. 
theyTL pay the f— ing money,” he 


“We’re trying to set up an arbi- 
tration board, but the studioB 
don’t want a new group with col- 
lective bargaining status. They’re 
worried about having to start 
paying residuals to producers as 
well as writers and directors.” 

It «m<« down to the curse of 
the undefinable job. No one 
knows what a producer is. He 
does nothing or he does every- 
thing on a film. He can be a para- 
site hijacking a credit or the mov- 
ie's a j p enable r, first on and 
last off the project 
Kopelson had a classic, even 


caricatural, background for the 
job. A Brooklyn Jew bom to pov- 
erty - “I didn’t know there was 
such a thing as wall-to-wall car- 
peting till I was 16" - he learned 
to think and work on his feet In 
his teens he was everything from 
a waits* to a New York depart- 
ment store guard, "watching 
escalators to make sure people 
didn’t get hurt”. 

He trained as a niararwii pia- 
nist, but the metronome was des- 
tined to move from the Bechsteln 
to the movie editing-room. He 
had an instinct first for how 
films should be sold, becoming 
an entertainment lawyer; then 
for how films should be bought, 
Striking money into Sergio Twiti p 
and other high-risk (then) for- 
eigners; finally, for how films 
should be made, nsing the metre- 
keeping of music as a guide to 
fast, pulsing drama. 

Kopelson ’s greatest success 
followed his worst failure. After 
losing “seven or eight million 
dollars” on a collapsed hank and 
mining venture, he received a 
script called Platoon. He read it 
hi bed, to the consternation of his 
wife. “I was sobbing, I had goose- 
flesh, I was perspiring.” 

Soon be was in the Philippines 
with Oliver Stone and half the 
Philippine army's equipment. He 
survived funding crises and a 
national coup d’6tat And later he 
had a knockdown quarrel with 
Platoon’s British hacker, which 
was followed by a stand-up quar- 
rel with Credit Lyonnais at a 
Cannes champagne-and-caviar 
bash. 

Platoon swept the Oscars. As 
well as earning praise and dol- 
lars. the film changed, Kopelson 
believes, a political climate. “Vet- 



Amold Kopelson: ex-musician who merits a place in the Hollywood honour roll 


erans thanked ma for wmiring it, 
Thor never had the respect they 
deserved in the anti-war dimate 
that followed Vietnam, but Pla- 
toon turned it around. After that, 
I knew had to do movies with the 
same dedication passion and 
put my life in*n them." 

The achievements varied. They 
ranged from the cracking, hard- 
earned momentum of The Fugi- 
tive (“nine wr ite r s , 23 drafts and 
$3Jim on script-work alone") to 
the humanitarian schmaltz of 
Triumph Of The Spirit, from the 
urban-paranoid wit of Falling 


Down to the klunky Arnold non- 
sense of Eraser. But any producer 
who can steel himself to make 
Seoen. that grisly murder tale 
raised to near-Dostoevskyan 
heights, merits a place in the Hol- 
lywood honour roll 
“For four months I didn't know 
if I should make ft I was con- 
cerned about women and how 
they’d receive it: I said to (direc- 
tor) David Fincher, a I love this 
movie, but I'm never gonna make 
it with this woman’s head in a 
box.’ We end up, you don’t see 
the head or the murder, you just 


know it’s there and it’s hap- 
pened. So it’s all in your mind, 
which is more terrifying than 
anything." 

Kopelson is one of the few com- 
mercial producers who - in light- 
ning Hashes of insight between 
the barnstorming crescendoes of 
his more orthodox work - knows 
that less is more. He wishes that 
those who watch over producers' 
credits in Hollywood knew it too. 
Sometimes a producer is not just 
a name thrown up on a screen. 
He is someone who actually pro- 
duces something. 


Theatre 


The Bard 
hits rock 
bottom 


T here is perhaps a witty - 
comedy to be written 
about the mwhanicaiq 
in A MidswnmerNights 
Dream, along the hoes of Bosen- 
cranU and Ouildenstemare Dead, 
but The Popular Mechanicals 
most certainly isn’t it. - This 
lamentable comedy wings its way 
over from its native Australia 
wreathed in plaudits and appaiS 
ently achieved cult status aver 
there. One only thfnk that 
the bottom dropped out of it 
somewhere aver the ocean. The 
interest value added by having as 
director Geoffrey Rush, who 
played pianist David Heligott in 
the film Shine, does nothing to 
save it 

The show is based an an engag- 
ing idea that could have yielded a 
rich comedy. Keith Robinson and 
Tony Taylor (who share equal 
hffltng s on the poster with Wil- 
liam Shakespeare, poor fellow), 
take us behind the scenes of the 
hempen homespuns' rehearsals 
but rather than write a straight- 
forward play, they seek to com- 
plement Shakespeare’s broad 
comedy and reflections on perfor- 
mance and reality, by staging the 
whole show in vaudeville style. 
So we have a loose collection of 
sketches, the performers appear 
as clowns - silly noses, mish- 
mash costumes - and there Is an 



Scene from The Popular Mechanicals’; the amount of hamming would make Shakespeare’s amateur thesps blush 


abundance of slapstick humour 
and rude jokes. This would be 
fine if it were not so feebly done. 
The level of humour would strag- 
gle to make it into a student 
revue sketch. Anyone who 
expects a laugh ant of lines like 
“is this a Degas I see before me?" 
or “more Medea anyone?" is 
clutching at straws, but this labo- 
rious stuff Is the am 
There are, to be fair, a couple 
of good scenes. Snug’s stand-up 


routine is funny, as are two 
songs, one about the audience. 
top “ inimrhiTig -ftrr pnrhing mon- 
ster in the dark", and one enu- 
merating the drawbacks of Tudor 
England. Every now and then, 
the script suddenly improves too 
- and them you realise this is 
because the writers have slipped 
into the Shakespeare original. 

The performances, too. are 

pretty depressing; the cast take 
on that desperate air that 


descends on actors who have to 
try and make an audience laugh 
without the necessary equipment 
- funny lines. The amount of 
mugging and hamming that goes 
on would make Shakespeare's 
amateur thesps blush. This is the 
more distressing because one can 
see that the actors could turn out 
something much better with good 
material. Simon Walter’s Bottom 
and Dean Lennox Kelly’s Snug 
seem particularly wasted here. 


And when one poor soul has to 
try and extract a laugh by 
answering the phone when iron- 
ing and putting the iron to her 
ear, one wants to run from the 
theatre in search of the nearest 
tacky panto. 

Sarah Hemming 

Arts Theatre, London Wl to Jan- 
uary 24 (0171 836 3334); then on 
tour. 


Concert/David Murray 

Piano concerto 
with a future 


S ir Peter Maxwell Davies 
has at last got round to 
writing a piano concerto, 
after years of producing 
concert! for almost every other 
plausible solo instrument To a 
commission by the Royal Phil- 
harmonic, he has composed it 
expressly and most tenderly for 
Kathryn Stott, who gave its 
premiere last week in Notting- 
ham With Davies ranriiirting the 

orchestra. We heard them, and it 
at the London Barbican an Tues- 
day. 

The concerto is a substantial 
piece - half an hour long, for foil 
orchestra: triple winds, a lot of 
percussion - bn t not weighty. 
Davies’ first idea was to keep it 
to a Mozartean scale, bearing 
Stott's special gifts in mind; and 
though the piece expanded 
beyond that it is still fairly 

translucent 

In outline, it follows the stan- 
dard concerto plan: three move- 
ments, last-slow-fast. In fact the 
opening movement alternates 
between several tempi, develop- 
ing four “blocks" of material; the 
net effect is moderate, and indeed 
pauses for thought seemed to set 
in before toe music had acquired 
any momentum, fin the Barbican 
performance, it sounded too 
“stop-go", and Stott’s rapid figu- 
rations less brilliant than they 
might have been.) 

But the Adagio - which actu- 


ally has a key-signature, very 
rare in Max’s music: C-sharp 
minor, that favourite key for 
Romantic nocturnes - was won- 
derfully communicative. In the 
quiet, intimate piano-writing 
Stott was eloquent as could be, 
utterly persuasive. A bridge leads 
to the final Allegro, which is 
almost a stamping-dance: it 
recalls, like parts of the first 
movement, the Bartfik of the Bul- 
garian Dances and the middle 
string quartets. The thumping 
dose gets another key-signature, 
BT1 at - a puckish Max joke, more 
than likely. 

Still, if the music is essentially 
non-tonal (it nowhere trades 
upon key-relationships), it lays 
down just enough tonal markers 
to be hearer-friendly. Both the 
strings and the piano get impas- 
sioned melodic writing in octave- 
unisons — a major ingredient in 
almost any piano concerto. There 
are a few orchestral passages 
tha t make strikingly original and 
beautiful sounds. 

The Royal Philharmonic 
sounded comfortably at home 
with it ail, and the Barbican 
audience gave it a warmly appre- 
ciative reception. This is a con- 
certo with a future: other pianists 
with good fin g ers and a knack for 
Innigkeit, the sort of quality 
needed for the gentler Beethoven, 
Sch umann and Brahms, will 
surely take it up. 










■ AMSTERDAM 

DANCE 

Het Muzfekthester 

Tel: 31-20-551 8911 
Bill T. Jones/Amie Zane Dance 
Company: Blue Phrase, Beflati, 
New Duet and Ursonate; 

Nov 14, 15 

OPERA 

Het Muziektheater 

Tel: 31-20-551 8911 
Cos! Fan Tutte: by Mozart 
Netherlands Opera production, 
conducted fay Ivor Bolton in a - 
staging by Jurgen* FHmm, with an 
entirely new east; Nov 16, 18 


■ BERLIN 

DANCE 

Deutsche Oper 
Tel: 49-30343844)1 ■ ■ ■ 

Deutsche Oper Ballet: premiere 
of Rosalinda, choreographed by 
Ronald Hynd to music by J. " 
Strauss; Nov 18 

OPERA.. . 

Deutsche Oper 


Teh 49-30-343844)1 
Die Zauberflfite: by Mozart 
Staged by GQnter.KiSmer, with 
sets and costumes by Andreas 
Reinhardt; Nov 16 

■ BRUSSELS 

DANCE 
La Monnafe - 

Teh 32-2-229 1211 . . 

Soirte de Percussion: new 

production choregraphed by 
Anne. Teresa de Keersmaeker to . 
music by Magnus Lindberg, 

Steve Reich and Thierry de May; 
Nov 14, 15. 16 . 

■ CHICAGO 

OPERA 

Lyric Opere of Chicago 
Tel: 1-312-3322244 
(domeneo: by Mozart Conducted 
by John Nelson in a staging by 
John Copley. Cast todudes 
Martefla Devia and PteckJo 
Domingo; Nov 16 

■ EDINBURGH 

EXHIBITIONS 

National OaDery of Scotland 

Teh 44-131-624 6200 
Discovering the Italian Baroque; 
The Denis Mahon Collection. 
Consisting of 17th and 18th 
century Kalian paintings by 
Guerclno, Guido Reni and 
DomenJchino, among others, 
collected by Mahon since the 
1930s. The exhibition was in 
London until May; to Feb 15 

■LONDON 

CONCERTS - 


B a rbic an Hal 

Tet 44-171-638 8891 

• The SIbefius Cycle: Sir Colin 
Davis conducts the London 
Symphony Orchestra in 
Symphony No. 1 and Symphony 
No. 2; Nov 16 

• The SibeQus Cycle: Joseph 
Swensen conducts the Scottish 
Chamber Orchestra, with violin 
soloist Ida Haendefc Nov 16 

EXHIBITIONS 

Royal Academy of Arts 

Tot 44-171-439 7438 

Victorian Fairy Painting: exploring 

the fascination with fairies and 

the supernatural which took hold 
of artists and writers in Britain 
from the early 19th cenUry to the 
outbreak of the Fast World War. 
The display includes designs for 
the theatre, where the 
Shakespearian revival played an 
important role in rekindling 
interest In fairies. Artists 
represented indude Turner, 
Landseer, and Richard Dadd, 
who ended his Ufa in Bedlam 
after murdering his father. The 
axhfoition will travel to the US 
next yean to Feb 8 

OPERA 

English National Opera, 

London Coliseum 
Tet 44-171332 8300 

• Fatetaffc by VerdL This 
oo-production with Opera North, 
first seen in Leeds, is conducted 
by DohnAnyl and directed by 
Matthew Warchus. Cast includes 
Alan Opie in toe title role; Nov 
15,19 

• The Magic Ruts: by Mozart 
Nicholas Hytneris production is 
revived by David Ritch and 


conducted by Christopher 
Moulds; Nov 14 

Royal Albert HaD 
Teh 44-171-5898212 
The Royal Opera: delta, by 
VerdL Conducted by Jacques 
Delacfite in a staging by Elijah 
Moshinsky; Nov 17, 18, 19 

THEATRE 

The Pit, B ar bi can Centre 
Teh 44-171338 8891 
Romeo aid Juliet by 
Shakespeare. New production 
directed by Michael 
Attenborough and designed by 
Robert Jones. Ray Fearon and 
Zo6 Waites are the lovers; to 
Nov 15 

■ LOS ANGELES 

CONCERTS 

LA. Opera, Dorothy Chandler 

Pavilion 

Teh 1-213-972 7211 
Los Angeles Philharmonic: 
conducted by Oliver Knussen in 
a programme including works by 
Rimsky-Kbrsakov and Takemitsu; 
Nov 14, 15, 16 


■ MADRID 

OPERA 

Teatro Real 

Teh 34-1318 0600 

La Mormaie: touring production 

of Britten’s Peter Grimes. 

Conducted by Antonio Pappano 

in a staging by Wifly Decker Nov 

15,18 

■ MUNICH 

OPERA 


Bayerische Staatsoper 
Teh 49-89-2185 1920 
Hektra: by R. Strauss. New 
production conducted by Peter 
Schneider, directed and designed 
by Herbert Wernicke; Nov 16 

■ NEW YORK 

OPERA 

Metropolitan Opera, Uncoto 
Center 

Tel: 1-212-362 6000 

• Don Giovanni: by Mozart 
Production by Franco Zeffirelli; 
Nov 14, 17 

• La Cenerentola: by Rossini. 
New production conducted by 
James Levine in a staging by 
Cesare Lfevi, with designs by 
Maurizlo Bali; Nov 15 

• Tannhtiuser by Wagner, in a 
staging by Otto Schenk; Nov 18 

• Turandot by Puccini. Revival 
of a staging by Franco Zeffirelli; 
Nov 15. IS 

New York City Opera, New 
York State Theater 

Teh 1-212370 5570 

• Don Pasquafe: by Donizetti. 
New production, premiered at 
G&nmerglass, directed by Leon 
Major and conducted by Lucinda 
Carver; Nov 14 

• La BohSme: by Pucdnl 
Conducted by George Manahan 
and staged by GrazreHa Sdutti; 
Nov 15. 18 

• Marco Polo: by Tan Dun, 
premiered in Munich last year. 
New production conducted by 
the composer and directed by 
Martha Clarke; Nov 15, 19 

• Xerxes: by Handel. New 
production directed and Stephan 
Wadsworth and conducted by 


George Manahan; Nov 16 

■ PARIS 

CONCERTS 

Th68tre des Champs Elys^es 
Tet 33-1-4952 5050 
Orchestra National de France: 
conducted by Yehudi Menuhin; 
Nov 17 

DANCE 

Optra National de Paris, Palais 
Gamier 

Teh 33-1-4343 9696 
Paris Opera Ballet mixed 
pro^amme - Solr de fete by 
Staats, L'Artesienne by Petit, and 
La Symphonic fantastique by 
Massine: Nov 14, 15, 18, 19 

OPERA 

Op6ra National de Paris, Opera 


Tel: 33-1-4473 1300 
Nabucoo: by Verdi. Conducted 
by Pinchas Steinberg in a staging 
by Robert Carsen; Nov 16, 19 

Theatre dee Champs Elys6es 

Teh 33-1-4952 5050 

• Boris Godunov: by 
Mussorgsky. Performed by St 
Petersburg's Merinsky Theatre, 
conducted by Valery Gergiev 
(Alexandre PolianitchkD on Nov 
16); Nov 15, 16 

• Lbs Flangailles au Couvent 
by Prokofiev. Performed by the 
Marinsky Theatre of St 
Petersburg, and conducted by 
Valery Gergiev; Nov 14 

■ TOKYO 

CONCERTS 

NHKHaU 


Staatsoper Unter den Linden: 
Parsifal, by Wagner. Concert 
performance conducted by 
Dan id Barenboim; Nov 16 

Suntory Hall 

Tel: 813-3289 9999 
Staatskapefle Berlin: conducted 
by Daniel Barenboim in 
symphonies and piano concertos 
by Beethoven; Nov 78 

OPERA 
Bunka Kaikan 

Teh B1 3-3828 2111 
Staatsoper Unter den Linden: Die 
Zauberflfite, by Mozart 
Conducted by Daniel Barenboim; 
Nov 15. 17 

■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 

648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Trine: 

• NBC Europe 

10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Timas Business 
Tonight 

• CNBC 

0830: Squawk Box 
10.00: European Money Wheel 
18 . 00 : Financial Tines Business 
Tonight 
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Philip Stephens 

The glass wall 

Berlin, the new capital of Germany, looks to the east 
and sees what many in the west prefer to ignore 


A weekend in Berlin 
brings a salutary 
reminder there Is 
another Europe. 
Visit Paris, Bonn or Brus- 
sels. and the old Europe is 
in the grip of Introspection. 
Here the political classes 
define themselves by the 
purity of their federalism. 
They are fixated by their 
project for a single cur- 
rency. The Berlin Wall 
mi gh t stlH be standing. 

In the capita] of the new 
Germany, history and geog- 
raphy furnish a different 
perspective. Berlin looks 
east, to the nations signed 
away to Stalin at Yalta. 
This Europe - of Prague. 
Krakow and Budapest - 
brake free at the Soviet 
shackles eight years ago. It 
has been promised, ever 
since, a share in its western 
neighbours* prosperity. Yet 
much of it has been left to 
fend for itself. It is running 
out of patience. 

Berlin is a building site. 
What remains of the Wall 
lies in tiny fragments on the 

s talls of the immig rant sou- 
venir sellers huddled under 
the Brandenburg Gate. All 
around is the upheaval 
wrought by the plans to 
return Germany's govern- 
ment to the city before the 
end of the Tnilfonnimri- 
The old Reichstag, burned 
by Hitler's henchmen in 
1933, rises again in Bismar- 
lrian Splendour on the hanlra 
of the Spree. In its shadow 
lie the foundations for a 
vast new federal chancel- 
lery, as bold in design and 
scale as Helmut Kohl's resi- 
dence in Bonn is modest 
Many Germans still worry 
about the impending end of 
the Bonn Republic. Berlin, 
the nation's seat of govern- 
ment from its birth in 1871 
to its ruination in 1945, 
recalls too many demons. 
Politicians will volunteer 
that they are worried about 
the impact on the nation's 
psyche of this reconnection 
with the past 
Bonn was designed as a 
symbol of self-restraint. Ber- 
lin testifies to Prussian 


power. The first celebrates 
the quiet order of post-war 
Germany, The second rea- 
wakens uneasy memories of 
a past tradition of street pol- 
itics . 

Bat most of all, Berlin is 
the capital of central 
Europe, the crossroads of a 
divided continent As Ber- 
liners never cease to tell 
their visitors, they are less 
than a hour’s drive from the 

Polish border. The city pulls 

Germany eastwards. Bis- 
marck, it is said, was con- 
stantly fretting about keep- 
ing open the telegraph lines 
to St Petersburg. 

In this guise, Berlin offers 
testimony to Europe’s 
shame. The tearing down of 
the Wall was meant to 
reunite a continent as well 
as a country. How many 
times have we heard Euro- 
pean Union leaders declare 
it a moral duty and a politi- 
cal imperative to offer the 
new democracies a place in 
the west's security and pros- 
perity ? 

Eight years on, the story 
is one of prevarication 
before principle. All may 
have signed up to the noble 
ideal of a new pan-European 
order. No-one is prepared to 
show the political creativity 
and leadership needed to 
make it a reality. The wall 
has been replaced by a thick 
glass screen. Most of the for- 
mer Soviet satellites gaze 
wistfully at the promised 

How many times 
have we heard 
EU leaders 
declare it a moral 
duty to offer the 
new democracies 
a place in the 
west's security 
and prosperity? 


land. Again and again, they 
are told they must wait 
The risks of this myopia 
are plain enough. The con- 
flagration in the former 
Yugoslavia should serve as 
sufficient reminder that the 
great wars in Europe this 
century have their origins 
east of the Elbe. The human 
misery aside, the cost to the 
west runs into countless bil- 
lions - and peace in Bosnia 
would not survive a week if 
Nato-led forces withdrew. 

The roots of democracy 
elsewhere in the Balkans 
are as shallow as the transi- 
tion to market-driven econo- 
mies is painful. National 
borders are fragile. The 
presence of large ethnic 
minorities collides with 
nascent nationalism and 
with the social unrest 
stirred by economic reform. 
You have only to look to the 
troubles last year in Bul- 
garia, to tremors in 
Romania and to the plight 
of Albania to see how easily 
the region could again 
destabilise the continent. 

Nor can the rest of 
Europe insulate itself from 
the associated threats of a 
breakdown in social order. 
Mass migration is an ever- 
present risk. Arms and 
drugs trafficking and organ- 
ised crime are common- 
place. And we know how 
easily terrorism permeates 
borders. 

And the west's response? 
It offers promises and obfus- 
cation. True, the Nato alli- 
ance has opened its doors to 
Poland, the Czech Repablic 
and Hungary. And these 
three countries, along with 
Estonia and Slovenia, will 
next month be invited to 
start nego tiati on s far mem- 
bership of the EU. 

But ask in Brussels for a 
target date for the comple- 
tion of those negotiations 
and the response is embarr- 
assed equivocation. Brigring 
EU members must first 
work out how to reallocate 
the votes in the council of 
ministers. The common 
agricultural policy must be 
reformed to the complete 


satisfaction of Greek, Span- 
ish and Portuguese farmers. 
The regional assistance 
cake must be resUced. It is 
all so difficult 
And there you have it 
The prize is a new frame- 
work tor stability to replace 
the imposed order of the 
cold war. It includes pros- 
perity and democracy for 
zoom Europeans and secu- 
rity tor the entire continent 
But nothing can be done 
unto Germany, France and 
Britain agree with Belgium, 
Hv» Netherlands and Ireland 
on a new structure for the 

Brussels commission. 

For Bulgaria. Romania, 
Lithuania, Latvia and Slo- 
vakia, the outlook is grim- 
mer stilL Sure, they will be 
invited to a grand confer- 
ence in London next spring 
in bold acknowledgement of 
the fact they are indeed 
European states. Beyond 
that they can expect noth- 
ing more than an 

review - albeit dressed up 
as a “pre-accession partner- 
ship" ” of their EU applica- 
tion forms. As for a date fix- 
eventual entry? How dare 
they even ask. 

No-one suggests <~h«» unifi- 
cation of Europe will be 
easy. Incomes among the 
poorest applicant countries 
are only a gtrtuTi fraction of 
those in the the EU. By 
western standards, political 
and social structures are 
primitive. Everyone accepts 
there must be some hierar- 
chy airwwg - th » applicants. 

But the moment is 
unique, the risks and the 
opportunities commensu- 
rately large. It demands 
bravery in place of selfish- 
ness. Western Europe can- 
not, as it now seeks , place 
the entire burden of adjust- 
ment on its impoverished 
neighbours. Perhaps it 
thtnlre it can. But then it 
has made such Tnifltalrag 
before during the present 
century. The danger once 
again is that Europe’s prob- 
lem becomes Germany's 
problon. Decisions deferred 
in Brussels cannot be 
Ignored in Berlin. 
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Making Social 
Protection “Productive” 


BT DR. MAIN SOMMBt 


A French physician and health care 
finance expert argues that intro- 
ducing true competition into the 
social sector is the key to greater 
productivity in government social 
protection programmes. 

Never in the history of OECD nations 
have there been so many sick, okt, unem- 
ployed or poor people- and never has there 
been so much demand for social protection. 

In response, governments have simply 
tried to keep pace, creating new services, 

building new facilities, and training new 
social workers. Alas, it is a Sisyphean task. 
Before long, rationing services will become 
inevitable. Fortunately, we have an alter- 
native. Instead of rationing the social pro- 
tection we provide our citizens, govern- 
ment should start thinking of social 
services in terms of “productivity,* trying 
to satisfy the great number of social needs 
at the lowest passible cost 

Making our government social pro- 
grammes productive requires more than 
cutting costs or shrinking budgets. It 
means finding more efficient methods 
for providing health care, insurance for 
the elderly, and assistance for the poor 
and unemployed. 

In almost every case, efficiency wifi 
emerge by introducing true competition 
into what have tradition ally been govern- 
ment monopolies. This notion of product- 
ivity is not as radical as it may sound. From 
an economic point of view, there is Hide 
distinction between the spending activities 
of government and those that take place in 
the private sector. Nor is there an inherent 
difference between a social investment 
decision by government and a derision to 
invest in services offered in die private 
sector. Whether government provides or 
purchases a service, we should be able to 
ask whether the activity Is an efficient 
allocation of resources. 

Of course, social protection systems 
such as health care for the poor or elderly 
are not intended to be open, laissez-faire 
markets. Many people simply cannot pay 
for the services they need. Government 


must provide and pay for them through 
"national solidarity* programmes. 

But there » no reason for t h e se 
citizens to suffer because government 
programmes are poorly efficient They 
would be better served if the social 
programmes intended to meet their needs 
were opened op to competition - a path that 
many governments will find for more 
attractive than privatisation. Opening the 
doors to c om pe ti tive mechanisms , after all, 
forces governmental p ro g ram mes to 
reform themselves without abandoning the 
political commitment to equity; 

: Instead of rationing the 
social protection we 
r, provide our citizens, 
government should 
start thinking of social 
services in terms of 
1- “productivity". 

The first step toward greater product- 
ivity win be ending die confusion between 
the producer and purchaser of social 
services, to many cases today, the govern- 
ment finds itself playing the role of both 
provider and buyer, setting the prices of 
services it then buys or subsidises for 
citizens. The result is that social protection 
is unable to lower costs or to increase the 
amount of services citizens may require. 
Resources are allocated Nmdfy, and supply 
ami demmri meet only by coincidence. 

A competitive system, by contrast, 
would separate the purchasing and pro- 
vision functions of soda! service poBcy. It 
would welcome services that are provided 
by profit-makiag. non-profit and state-run 
enterprises afike. 

Prices of these services would be de- 
termined at the end by the interaction of 
supply tod demand, the best formula for 
improving productivity through higher 
cwt/benefit ratio. 

Can it noth in p ractice? The transition 
process will certainly be helped by the crea- 
tion of independent authorities charged 


with insuring that privately provided socfo] 
services do not become local or national 
oligopolies- Such authorities will also en- 
force compliance with sta ndar ds. Produc- 
tive social services, after afi. need doc be 
substandard ones. 

The next step is to provide citizens 
with sources of impartial information 
that allow them to compare the prices, 
quality, and content of social services. 
People who depend on social services 
would then become consumers, not 
merely entitled beneficiaries. 

Initial shifts towards oompetitkm- 
oriented policies may cause social dislo- 
cations. spurring opposition and endanger- 
ing the success of reform. That Is why 
competitive mechanisms should be intro- 
duced over an extended and well publicised 
timetable. Transition to a productive social 
service system is a decade-long project, not 
something that can be accomplished over a 
period of months. 

And yet it must be done. Improving 
the productivity of our social services 
has a potentially enormous consequence 
for European economies, in which social 
protection plays such a large part. In 
the long run, a dynamic competitive 
soda! protection system wfl] be a for 
better guarantor of social progress than 
the financially weak governmental pro- 
grammes that are now straining to 
provide services to their ritizens. 

Dr. Akin 5mmitr Is led <d Hnwiu a i ■ prime 
h w lfa t Caspar, «d rn rtidn On WnHn 
Crap a H e riS Cm Mcr of A* Dm in— tad 
iadsatry AMeaq Comiaoe ■ Urn OECD. 











Future of defence industry in 
Europe lies in joint US projects 


From Prof essor Harvey 
At $apolsky. 

Sir, Alexander NicoQ’s 
commentary on the Euro- 
pean defence industry 
(“Ready, atm. consolidate", - 
November 4) provides an 
incomplete view of the 
industry's situation. One 
migring fact is that the wave 

of mergers that has swept 

the US industry has not 
eliminated much excess pro- 
duction capacity. Not one US 
military aircraft, warship or 
armoured vehicle Hue has 
closed since the pn( l of *h#» 
Cold War. Despite job losses, 
there are st£D 400.000 more 
n* contractor employ- 
ees working in the US indus- 
try today than were working 
at the low point of the Cold 


War defence budgets hi 1976. 
The US Industry is for from 
the, efficient rnnrfrlne that is 
about to devour the Euro- 
pean industry. 

Another important feet is 
that when security threats 
are low. regional employ- 
ment politics usually weigh 
more heavily than do effi- 
ciency or security concerns 
la weapon procurements. No 
government to a weapon- - 

producing natinn ignores the 
-jobs that defence purchases 
can subsidise. Because of 
tViig, thA likelihood is tha t 
most wffl. overspend on - 

The way European compa- 
nies can compensate for the 
scale advantages that the US 
companies snpposedly pos- 


sess Is to become part of 
cross-Atlantic project teams. 
These joint efforts will offer 
gfln rAi -pwinnis and their mili- 
taries weapon alternatives 
that otherwise would be 
forking if a Fortress Amer- 
ica-Fortress Europe industry 
format ware to be adopted. 
Perhaps more important, 
they might help hold 

together a security affiance 

that threats and 

increasing economic nation- 
alism, will surely test. 

Harvey M. Sspolsky, 
director, 

MIT security studies 
program, _ 

Massachusetts Institute of 
Technology. : 

Cambridge, MA 02139, US 


Schroder tactics on tax destructive 


From Mr Rolf Joachim 
Siegen. 

Sir, According to his many 
“golden words”, the Social 
Democrat Gerhard Schroder 
would be the best fihanraTlflB- 
we Germans ever had (Per- 
sonal View; “Reforming the 
German model”, November 
5 ). All the more it amazes 
me that he and his partisans 
have blocked so tenaciously 
the tax reform that is so 
badly needed far the German 
economy. 

Let us call a spade a spade. 
These are destructive tac- 


tics. Mr SchrOder aims at 
exacerbating the strongly 
clouded mood in ^ German 
population and wifl be trying 
tO channel thto climate of 
discontent against Chancel- 
lorRohL Be assured that In 
the upcoming federal elec- 
tion campaign Mr SchrOder 
and his political fri ends will 

not hesitate to blame Mr 
Knhi and hia government for 
bein g responsible for the all- 
around ossification in Ger- 
man society. 

On the other hand. Mr 
SchrOder is going to court 


the German voters with 
nicely wrapped platitudes, 
like in his article, as the 
long-awaited great faith- 
healer for the German mal- 
aise. I call that two-pranged 
strategy cynical. Hopefully, 
the citizens of Lower -Saxony 
will reject the unpatriotic 
attitude of their current 
prime minister and self- 
appointed “reformer" in 
their March election. 

Rolf Joachim Siegen, 

5630 Amaya Drive. Ap^O, 

La Mesa, CA 91942, 0S 


Needlessly critical of Auschwitz view 


From Mr Tor Joharmessen. 

Sir, A. C. Grayling, in bis 
review of Andrea Dworkin's 
latest book (“Brutalised bat- 
tle of the sexes”, November 
1), is needlessly critical of 
her description of Ausch- 
witz; The gate to the Ausch- 
witz main camp (Auschwitz 


1) was not the only concen- 
tration camp gate with the 
“Albeit Macht Frei” sign, 
the gate into Theresienstadt 
camp « 1 hi had this sign, »ud 
certainly others too. 

And the Bfrkenan camp, 
also known as Auschwitz n, 
was port of the greater 


Auschwitz camp complex. 
- The gas chambers were 
located in Auschwitz-Bir- 
not in the iwntn 

camp. 

Tor Johannessen, 
Reistadvelen 16, 

N-1360 Nesbro, Norway 


No nearer to nothing but the truth 


From Mr Kenneth 
P.Aimttage. 

Sir, Floyd Abrams pres- ; 
Hits a rational and cogent*’ : ■ 
resumfi (Personal View; “Let- 
ter to an English friend”, 
November 12) on the 
trial ctf the trial ctf “au pair”, 
not nanny, Louise Wood- 
ward in Boston, Massachu- 
setts. 

He is wrong to imply that 
all we British, public and 
press, denounced the Ameri- 
can legal system and the use 
of cameras in court Rather, 
c omment , from the non- 
chattering classes, was along 
the lines that there was 
same doubt over the prose- 
cution's case. 

Nonetheless, the pre-trial 


publicity was do “free ' 
speech” but briefings and 
presentations which . 
r appeared- desigbed*to pre- T - r '-* *;r 
judge the issue and which 
may have swayed potential 
jurists. 

The sad feet is that at 
end of ffie day a child is dead 
and we appear to be no 
nearer the whole truth and 
nothing but the truth as to 
how and when the tragedy 

was brought about Perhaps 
there are lessons to be 
learned from over there as 
well as over here. 

Kenneth P. Armitage, 

6 Deben Valley Drive, 
Kesgrave, 

Suffolk IPS 2FB, UK 


From Mr Adrian Day. 

Sir, There was, quite 
rightly .an awful fuss in 
^Rii flfanii^BMte over the oan- 
viction of nanny Louise 
Woodward on an appalling 
lade of evidence. 

Over in Westminster, a 
House q£ Commons commit- 
tee found former MP, Neil 
Hamil ton, “guilty", even 
though there was “no abso- 
lute proof": What kind of 
justice is this? 

Adrien Day, 

Investment Consultants 
■ Iitt prnftljfl Ufri, 

900 Bestgate Road, 

Suite 405, 

Annapolis. 

Maryland 21401, US 


Balance in 

governance 

From Mr Gregory V. Milano, 
Sir, In “Beckett urges 
long-term view on gover- 
nance committee" (Novem- 
ber 12) Margaret Beckett 
trade and industry secretary, 
rightly declares that Hampel 

foils “to address her con- 
cents about corporate short- 
teHniam". She asserts, we 
want forms of governance 
and company law that 
encourage companies to 
invest and grow". These are 
fundamental to an environ- 
ment that fosters growth in 
shareholder value and gw 
overall economy. Both finan- 
cial and human capital pro- 
viders would benefit 

But Hampel does not 

address the requirement 

stated in the Greenbury 
Code that “all" long-term 
incentive plans must be sub- 
mitted to shareholders for 
approval. Many manage- 
ments would prefer compen- 
sation systems that do not 
require approval. Nobody 
tiifpg to be under the micro- 
scope of public scrutiny on 
such an Issue. Requiring 
long-term plans, but not 
annual plans, to be approved 
biases manag ement deci- 
sions toward short-termism. 
The intent of Greenbury was 
admirable but as often hap- 
pens with “rules" the result 
is counter-productive. 

Hampel should correct this 
by requiring both short and 
long-term plans to be under 
the same scrutiny. Either 
require approval on both or 
make the test for share- 
holder approval based on the 
size of the potential reward. 
With all the talk about 
long-term investment let's 
provide managements with 
the incentive to focus on It. 

Gregory V. Milano, 
managing director. 

Stern Stewart Europe, 

13 St George Street 
London W1R 9DE, UK 


Responsible 
for blunder 

From Mr hen Woodhead. 

Sir, BTs ability to pick 
winners is exciting. MiteL 
McCaw Cellular, Cable and 
Wireless and now MCL By a 
blunder it achieves a profit 
from the most recent disas- 
ter and calls it winning. 

Perhaps as the board's 
ideas seem so contrary to 
those of its shareholders 
they would now consider 
taking collective respons- 
ibility. 

Len Woodhead, 

Mayor 48, 

19140 Horche, 

Guadalajara, 

Spain 


MAJOR, A POLITICAL LIFE By Anthony Seldon 
Weldenfeld, £25, 848 pages 

Place in the pages of history 



Anthony Sel- 
don’s book is 
a work of 
scholarship. It 
will be visited 
again and 
again by serious academics 
long after the instant histo- 
ries we have recently been 
subjected to are forgotten, it 
is the first building block in 
establishing John Major, the 
for mer British prime minis- 
ter. 

For those of us who are 
parti pris it is something of a 
disappointment. We, who 
witnessed at first hand the 
disloyalty he was subjected 
to, are tempted to look back 
in anger and to say with Per- 
sius: “Let them recognise 
virtue and rot for having lost 
it” 

Seldom I think wisely, 
leaves all this material deep 
in. the archives for .future 
historians. The UK Conser- 
vative party has enough 
problems to be going on 
with, and the rank so d file 
have already pronounced 
their verdict on Mr Major's 
attempt to assume personal, 
responsibility for their 

dpfpat 

The book places the Major 
years in the context of 18 
years of Tory rule. Margaret 
Thatcher, alongside Lloyd 
George and Clement Atlee. is 
seen as one of the great 
mould-breakers of the cen- 
tury. She dared to do things 
most of us dared not even 
think. Lady Thatcher dug 
the grave of Old Labour, 
but it was Mr Major who 
patted down the earth over 
its cadaver and placed a 



gigantic marble slab on 

top. 

Yes, Lady ‘{hatcher’s leg- 
acy had a. few time, bombs 
hidden in the undergrowth. 
These are carefully chroni- 
cled (the Single European 
Act, the poll tax. the reces- 
sion and tire collective guilt 
about her defenestration). 
They do not detract from her 
achievements, though same 
of them might have been 
more easily defused had- 
Mr Major enjoyed the 
unqualified. support of his 
predecessor and her aco- 
lytes. 

“All prime ministers need 


a Willie, H Thatcher once 
famously remarked, lament- 
ing tire loss ctf Lord White- 
law, her former deputy 
prime minister. Seldon, com- 
ments perceptively on the 
loss of Chris Patten, the 
c h a i rman of the Conserva- 
tive party who lost his seat 
at the I98£efectton. His close 
friendship and intellectual 
fire power were much 
missed by Mr Major. 

True r Mr . Major inspired 
enormous loyalty among his 
dose advises at No 10. True, 
Michael HeseMne was an 
unflinchingly loyal deputy 
prime minister. But as the 


waves at sleaze, press vilifi- 
cation and ransom demands 
from backbenchers pounded 
against the ramparts, Mr 
Patten, the last g overnor of 
Hong Kong, may well have 
reflected: 

“And more true joy Mar- 
cefius exiled feels 

“Than Caesar with a Sen- 
ate at his heels" (Al exander 
Pope. An Essay on Many 

And the last prime 
minister may well have 
retorted: “at his throat, more 
like". 

But as Seldon points out, 
failed leaders see little of 
their policy survive. And 
this will emphatically not be 
the case with Mr Major. The 
peace process in Northern 
Ireland, the consolidation of 
Lady Thatcher's liberalising 
revolution, the welfare 

reforms, the boost to 
Britain’s cultural and sport- 
ing life through the National 
Lotter y and - jewel in the 
crown - the defeat of infla- 
tion- This is all lasting, solid 
achievement 

Mr Major played the anti- 
aero to Lady Thatcher the 
heroine. She was larger than 
life while he was reviled for 
his ordinariness. And yet, 
uncomfortable as It may be 
for both of them, it is their 
joint legacy that Tony Riafe 
has inherited. 

The reviewer was a minister 
in John Major's government. 
Major, A political Life is 
available from FT Bookshop 
by ringing +44 181 334 SSI1 or 
fax credit card d*f**u* to +44 
181 324 5678 (poet and pack- 
ing £1.50 in Europe) 


\ 1 y 

\ i ) i 


■one I 


ft 





FINANCIAL TIMES FRIDAY NOVEMBER 14 1997 


11 


COMMENT & ANALYSIS 


FINANCIAL TIMES 


Number One Southwark Bridge, London SE1 9HL 
Tel: +44 171-873 3000 Telex: 922186 Fax: +44 171-407 5700 

Friday November 14 1997 


Calming the 
turmoil 


Financial crisis has spread from 
Thailand throughout southeast 
Asia and then from southeast 
to north-east Asia and Latin 
America. It has moved to Japan 
and even threatens the US and 
Europe. As the tropical storm 
has turned into a hurricane, it 
is agitating policymakers in 
Washington. The questions con- 
fronting them are bow worried 
to be and what to do. 

In yesterday's testimony to 
the hanirin g and finan cial ser- 
vices committee of the US house 
of representatives, Alan Green- 
span. chairman erf 1 the Federal 
Reserve, was his usual balanced 
self. “The financial disturbances 
that have afflicted a number of 
currencies in Asia do not at this 
paint. . .threaten prosperity in 
this country, bnt we need to 
work closely with their leaders 
and the international finance 
community to assure their situ- 
ations stabilise.” 

As Mr Greenspan notes, only 
4 per cent of US exports go to 
Thailand, the Philippines, 
Indonesia and Malaysia. But 
Hong Kong has been tested and 
Korea is under severe pressure. 
A big worry is the risk to the 
fragile Japanese economy. 
Japan, Hong Kong, Korea, Sing- 
apore and Taiwan take almost a 
quarter of US exports. 

Turmoil is not restricted to 
Asia hut has spread to Latin 
America, notably Brazil, and 
affected the stock markets of 
Europe and the US. In a time of 


■ financial panic, any economic 
weakness becomes a reason to 
selL The attempt to flee then 
aggravates the fragility the 
frightened are trying to escape. 

What is, far the moment, no 
great danger to the world econ- 
omy, however painful to 
affected countries, could 
become far worse. What needs 
to be done to stop that happen- 
ing? 

Robert Rubin, a worried US 
Treasury secretary, has written 
a letter to his Japanese counter- 
part urging action, an the bank- 
ing crisis. Larry Summers, frfa 
deputy, remarked earlier this 
month, in the same context 
“International experience in 
dealing with the consequences 
of financial institutions’ min 
takes ...has taught the benefits 
of acting ... as quickly and 
openly as possible." 

Mr Greenspan provides a 
broader view: “Companies 
should be allowed to default, 
private investors should take 
their losses and government 
policies should be directed 
towards laying the macroeco- 
nomic and s t r uctura l founda- 
tions for renewed expansion.” 

This approach must be right. 
But, the . panic- -must also TO 
halted. That means offering 
those governments able to 
undertake serious policy reform 
the funds needed to tide them 
ova-. In most places that ought 
to work. But nobody, except for 
the Japanese, can save Japan. 


A bad signal 


The decision to raise tarifb 
announced yesterday by Merco- 
sur, the South American cus- 
toms union, sends a worrying 
signal amid current financial 
market turmoiL 

It gives a strong impression 
that, under pressure, Brazil and 
Argentina - the leading econo- 
mies of South America - are 
backsliding in their commit- 
ment to market reform. 

That would be an unfortunate 
and perhaps unfair interpreta- 
tion of the move. After all, an - 
increase in Mercosur’s common 
external tariff by 3 percentage 
points to an average 15 per cent 
is unlikely to have dramatic 
practical consequences. 

Yet its effect may be to 
weaken some of the credibility 
the Brazilian government has 
gained by its announcement 
this week of a strong fiscal 
package intended to stave off an 
attack on its currency. 

The benign interpretation is 
to accept the Argentine govern- 
ment explanation that it pro- 
posed the Increase for fiscal rea- 
sons. The motive was to offset 
the revenue lost following the 
World Trade Organisation’s rul- 
ing against its 3 per cent "statis- 
tics tax” on imports. 

The proposal was then leapt 
ou by Brazil, looking to squeeze 
a current account deficit that 
has reached 4.3 per cent of gross 
domestic product 

Yet the move will yield very 
little to either government. 
Imports into Argentina account 
for about 10 per cent of GDP. A 


fifth of them come from other 
Mercosur countries and are not 
subject to the external tariff. 
The revenue raised from the 
higher tariff is thus equivalent 
to an toaignificant 0.25 per cent 
of GDP. That Argentina needs 
to do this only emphasises Its 
fiscal weakness. 

Far Brazil, the tariff increase 
wfQ have the equivalent impact 
on imports of a devaluation of 3 
per cent, and will not benefit 
exports at alL The net effect is 
thus, equivalent to a marginal 
1% pa 1 cent devaluation. 

Yet to obtain these tiny bene- 
fits. both countries have sent a 
signal that could lead the 
region’s growing army of for- 
eign direct investors and others 
to question their previous 
assumptions about the region’s 
commitment to open markets 
and dear rules of the gamp 

The move is not, of itself, a 
sign that the countries of Uer- 
cosur are lurching back to pro- 
tectionism. But it illustrates 
that Latin American govern- 
ments may be tempted, as they 
cast around for policies to cor- 
rect economic imbalances, to 
turn to protectionist and other 
market-hostile solutions. 

This would be a serious error. 
Brazil and Argentina need to 
address the root cause of their 
imbalances, such as their weak 
fiscal policies. And if they can- 
not reverse tie decision on the 
external tariff, they should send 
a strong signal that they do not 
intend to take farther protec- 
tionist measures. 


Lonely in Doha 


The Arab boycott of the 
US-sponsored Middle Bast eco- 
nomic conference, which due to 
start in Doha on Sunday, is a 
slap in the face for Washington 
and its credibility in the region. 

America’s three main Arab 
allies. Egypt Saudi Arabia and 
Morocco, have defied heavy US 
pressure to attend, angry at 
Israel’s failure to honour its 
peace commitments to the Pal- 
estinians, and Washington's 
failure to do anything about it 
But the extent of the boycott 
is better revealed by a country 
which is going. Little Kuwait, 
entirely dependent on the US 
for its defence against Iraq, is 
sending only an undersecretary 
of finance to Doha, while 
ann o uncing in the same breath 
that tts ruling Emir will next 
month attend an Islamic sum- 
mit in Iran - whose Islamist 
revolutionary regime Washing- 
ton is trying to isolate. 

Hie US argument that a dura- 
ble peace between Israel and the 
Arabs requires cross-border 
business and trade links, joint 
institutions and shared infra- 
structure is irrefutable. But the 
Middle East of all places cannot 
march towards detente on the 
economic foot alone, with the 
political foot dragging. And 
Washington in the past year has 
felled to acknowledge the politi- 
cal reality that the peace pro- 
cess is collapsing. 

Israel, under Benjamin Netan- 
yahu, its hardline prime minis- 


ter, has put that process into 
reverse, pledging to keep most 
of the conquered Arab land that 
is supposed to be returned in 
exchange for peace. The Arabs 
feel that sitting down with 
Israel in Doha merely rewards it 
for this behaviour. Their irrita- 
tion with Washington has 
meanwhile grown, not only for 
its failure to exert its influence 
on Israel, but because of its dis- 
ingenuous hectoring to get 
them to Doha. 

The US argues that the gath- 
ering in the Qatari capital is 
purely economic. But simulta- 
neously, it was insisting partici- 
pants should send their foreign 
minis ters. Similarly, projects 
from previous regional eco- 
nomic summits - for instance 
for Qatar and Egypt to sell gas 
to Israel - were hailed as politi- 
cal breakthroughs, while their 
subsequent failure to material- 
ise is attributed to economic 
reasons. 

The substance of the problem 
was and r emains political, and 
if the US wants Arab support in 
the search for peace it must 
address itself firmly to the sub- 
stance. A senior US official 
remarked recently that “we’re 
quite prepared to sit in Doha in 
lonely splendour to demonstrate 
our asmmftment to the peace 
process". But lonely splendour 
is not something the world's 
lone superpower can permit 
itself if there is to be a peace 
process to be committed to. 


Big bang or big bust-up? 

Gillian Tett wonders whether Japan's financial system is 
in crisis or only some of its banks and brokers 


T en years ago, when 
Japan’s “bubble econ- 
omy" was booming, 
the country’s seventh 
biggest broker built 
the largest dealing floor in Asia. 
Now, the space might be turned 
Into basketball courts. The 
builder was Sanyo Securities, 
which last week became the first 
broker in post-war Japan to go 
bust, with debts of Y373.6bn 
(EUSbn). “Perhaps [the dealing 
Hoar] could be used as a sports 
stadium.” muttered one banker 
embroiled in the collapse. 

The tale is a parable for 
Japan’s- once-mighty financial - 
sector. Next year the country is 
due to embark cm. a “Big Bang” 
deregulation that aims to restore 
to the Tokyo markets global pres- 
tige they used to enjoy to the 
1980s. But five months before the 
reforms start In earnest, the 
news from the markets is going 
frnrp had to worse. Matters have 
become alarming enough for the 
US Treasury secretary, Robert 
Rubin, to write privately to his 
Japanese counterpart, Hiroshi 
Mitsnzuka, expressing serious 
worries about the health of the 
banking system. The question is 
no longer whether Japan is doing 
enough to create a financial 
renaissance. It is now whether 
the country is an the verge of a 

frn an trial crisis. 

The problems centre 

on the brokers. This summer 
racketeerings scandals engulfed 
the country's four largest broker- 
age companies, Nomura, Daiwa, 
Nikko and Yamaichi Securities. 
This led a host of clients to cut 
ties with the four and left 
Nomura suspended from parts of 
the domestic market for several 
months. 

The problems prompted 
Moody's, the US credit rating 
agency, to warn that it was con- 
sidering downgrading Yamaichi’s 
debt to junk bond status. The 
move triggered a slump in the 
company's share price this week, 
amid fears that the country’s 
fourth largest broker might share 
Sanyo's fate. 

Most medium sized brokers 
notched up losses in the first half 
of this year, which in the egys of 
six companies followed five con- 
secutive years of losses, 

The scandals have played right 
into the hands of foreign rivals: 
in October the US investment 
banks Merrill Lynch and Morgan 
Stanley took the largest share of 
trading on the Tokyo Stock 
•Rvhhjmgg. Morgan Stanley now 
has a larger share of business in 
Tokyo than in New York. 

All this is bad enough. But the 
most alarming problems are 
appearing from another source - 
the stock market This week, the 
Mkkei fell below 15^00, to a two- 
year low, having lost 1,000 paints 
in the week of October 27 and 
more than €00 the week after. 
The Nikkei has fallen by mare 
fl«n 20 per cent t he sum- 
mer and by mare than 30 per «mt 
since its peak in June 1996. 

This unrelenting decline dam- 
ages brokers and hanks directly, 
as well as indirectly through 
what it says about the weakening 
economy. Hus is because falling 
share prices erode the value of 
the “hidden" equity gains that 
banks and brokers hold on their 
portfolios (the gap between the 
market and book price of shares). 
Analysts calculate that when the 
Nikkei fell below 16.000 half a 
dozen of the top 20 banks lost 
these “hidden” reserves.. ING 



Barings, a broker, says that if the 
index drops below 15,000, which 
some analysts think likely, then 
18 of the top 20 banks wxQ. take 
losses on securities holdings. 

In Japan banks and brokers 
count a proportion of their secu- 
rities towards capita] (45 per cent 
in the case of banks). Because of 
this, the decline in equities hits 
their capital adequacy ratios. 
About half the medium sized bro- 
kers now fail to meet the capital 
adequacy ratio usually deemed 
necessary by western analysts to 
show financial strength. Banks 
are under threat too. Brokers 
allege that one of Japan's biggest 
banks has already fallen below 
the minim um set by t he Runfc for 
International Settlements. 

That in turn could threaten the 
banks' ability to write off the bad 
debts they incurred when the 
bubble economy burst The gov- 
ernment says total bad debts now 
stand at Y27,900bn. The govern- 
ment had hoped that most of the 
problem could be tackled before 
Big Bang begins. And, Indeed, 
some banks, such as Sumitomo 
and Bank of Tokyo Mitsubishi, 
have made big write-offs. But 
most have not. and the ability of 
weaker banks to make such 
write-offs will be further reduced 
if their hidden reserves vanish. 

All this is undeniably grim. 


But how grim? Is it a systemic 
crisis or one affecting particular 
banks and brokers? At the 
moment, it does not seem to add 
up to an impending meltdown in 
the system as a whole. 

Though banks and brokers 
have made real losses, the equity 
portfolio losses they have sus- 
tained exist in accounting terms 
only: if - possibly a big if - the 
Nikkei rebounds before next 
April, they will never have to 
realise these losses. 

There is little sign of panic 
among Japanese retail investors 
or corporate clients. After six 
years of bad financial news, they 
seem to have greeted the latest 
developments with acceptance, 
rather than alarm. There have 
been no signs of, say, unusual 
bank withdrawals or corporate 
panic, though investors have sent 
hanking and brokers shares tum- 
bling. Meanwhile, banking 
results due next week are expec- 
ted to show that many banks are 
still recording moderate operat- 
ing profits. 

But, though the system as a 
whole may not be in crisis, the 
situation of the weaker b anks 
and brokers is bad and likely to 
get worse. Over the next two 
years, as part of its Big Bang 
reforms, the government plans to 
remove fixed . brokerage commis- 


sions. Goldman Sachs estimates 
this will cut brokers’ commis- 
sions by some 30 per cent. Big 
Bang will also expose weaker 
financial institutions to new com- 
petitive threats: foreign banks 
and brokers are scrambling to 
expand their business in Japan. 
Banks and life assurance compa- 
nies are planning to compete 
with brokers in the distribution 
of mutual funds. 

An industry shake-out, in other 
words, seems inevitable. The cru- 
cial question is whether Japan is 
willing and able to accept it 

Seen in this light, the “bad" 
news about Sanyo Securities clo- 
sure might - perversely - look 
rather good. The key trait of 
Japan's post-war financial system 
has been that stronger groups 
protected weaker ones under the 
patronage of the mighty Finance 
Ministry. Consequently, until last 
week, most analysts thought that 
the government would not let a 
big group like Sanyo fall. 

In the event the Ministry of 
Finance did seek to persuade 
other banks and brokers to res- 
cue the group. All - st riking ly - 
refused. 

Admittedly, Sanyo Securities 
might prove a special case: 
unlike most brokers it did not 
have a single "main bank” to 
support it. Troubled brokers 
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■{These aretesting times for 
fifertia Bonygoes. The 
v45-yemvold boss of the /' 

, eponymous French '/ ' / 

: s wriki h ^WWnBfHa errrpim Ik 
j in' Hanoi as part of-a business 
delegation travelling with 
^prastdfint Jacques Chirac. B e fo re 


to persuade TFJ not to broadcast 
the offending footage on its main 
evening news - but all to no 
avaff. Bquygnes must wish he’d : 
stuck to, cranes and. diggfas. 


High time \ 

■ The - wifnennlnm ttme -bmnb 


hoping to lobby for a few juicy / 
'Virfnaniese buRding contracts 
■ooMaQ the top-level meeting 
-^and "greeting^ 

.BntFiaacii television station 
^ canfroDed by none other, 
.than GroupeBouygues - has 
/jdcinejfebestto'tlto . 

The day . 

. after Chirac's party arrived in 
Hanot. TFl . wn ix w nrgfl that tmo 
of its Sm crews had retained to 
Paris with dramatic footage of a 
■ .Vietnamese prison. ' 

- Taken with a hidden camera, 
the film provides a - 
no-holdfrbarxed account of 
eandfriens In the prison, where a 
■* couple cf Vietnam’s top political 
prisoners areheia. White Chirac 
says he has raised human rights 
with the Vietnamese leadership, 

: the Issue remains sensit ive . The 
"set-piece meeting of - 
Ifraoco ph onfe countries Is poised 
to open, so no-one wants to 
cause a scene . with tie 

'V tetrua'mftgg hngfa. 

Frantic calls were made to try 


managnmant enrig nlfamta Who 

know a bit about information . 

! technology. But a.irarveyhy the 
UK's Management Consultancies 
Association Suggests that-even 
those at tin* sharp, and aren't 
convinced they can ^ort out the., 
problem. " V r. v 

The prospect of the world 
going wonky at midnight 
December 31, 1999 apparently 
sends shivers down the spines of 
most consultants; whan asked If 
they would be prepared to travel 
on an. aircraft aloft at the 

** TnfPpnnfurn : rmwi>OT if*: KalF q£ 

them replied: “No". 

Just as well, there are other 
ways of getting high on New 
Year's Eve. 


Old masters 

■ The Union flag hangs at 
half-mast as two more venerable 
C5ty of London names disappear 
from the global investment 
bankin g firnwiripu t 

Credit Suisse First Boston 
bought the rights to the Barclays 
de Zoete Wedd name with the 


European equities and advisory 
business it picked up for a song 
from Barclays. But iLhas no - - 
intention of ustagibe De Zoete 
Wedd marque. And last night 
ABN Amro was telling its 
investment banking staff that, 
from next year, they will operate 
under the bank’s own name - 
dropping myriad appendages in 
different countries. 

So Hoara Govett, another 
name that figures prominently 
in the Square Mile history 
books, will no longer adorn the 
bank's international 
stockbroking business. The 
famous old monicker-will, foi — ' 
now, live on within the UK 
market. But how long before ft 
gets swallowed up completely in 
ABN Amro's headlong charge 
towards a global franchise? 


No Mickey 

M Bfil Clinton's failure to win 
"fast track" authority to 
negotiate trade agreements has 
caused all manner of flaD-ouL 
Democrats have complained that 
the president used vulgar 
language as he tried to persuade 
them to vote in his favour, 
Clinton himself has been dubbed 
a lamp duck - and congressman 
Paul GiHmar had to cancel a trip 
to Disney World with his 
five-year-old sol 
T his last consequence is a 
serious matter. The boy bad 
been promised the trip a year 


ago when his mother gave birth 
to twins. But things turned sour 
when pop had to fly back to 
Washington in mid-vacation for 
the trade vote that, in the end. 
never happened. 

Clinton and Republican House 
Speaker Newt Gingrich, who 
worked hand-in-glove to round 
op votes, are trying to make 
amends. Gingrich apologised and 
sent along a cuddly Mickey 
Mouse. Clinton has gone one 
better; young Gillmor has been 
invited to the White House to 
have his picture taken in the 
president's Oval Office chair. It’s 
an offer even Gillmor senior - a 
staunch Ohio Republican - 
would have loved for himself. 


Round the Benz 

■ There’s disappointment in 
store for one tombola winner at 
tonight's prestigious press ball 
in Bono. The prize list at the 
high-profile bosh includes one 
Mercedes-Benz A -Class, the 
small but not quite perfectly 
formed motor which found fame 
after toppling over on Swedish 
roads. 

Daimler Benz has baited 
deliveries until February while 
it makes a few little 
adjustments, so it’ll be a while 
before the lucky winner can try 
their own personal moose test 
Unto then they’ll have to make 
do with a symbolic - but 
.perfectly stable - ignition key. 


which do may still be protected. 

But the argument that the Jap- 
anese government is more will- 
ing to accept painful measures 
than it used to does not rest on 
the case of Sanyo alone. Officials 
at the Bank or Japan appear to 
have receutly decided to take a 
tougher line against ailing 
regional banks: some banks in 
the Kansai area have merged, for 
example. Troubled medium-sized 
brokers, such as Kankaku and 
New Japan Securities, have 
recently announced moderate 
cost-cutting plans. Another trou- 
bled bank, Nippon Credit Rank 
has said that it will cut its staff 
by about a third. Other healthier 
banks are looking to cut back 
overseas operations and seeking 
to reduce their assets in an effort 
to boost their financial strength. 

The trouble is that these 
changes remain tiny when com- 
pared with the scale of the finan- 
cial roL 

Goldman Sachs, for example, cal- 
culates that the brokers' reve- 
nues have slumped by some 60 
per cent in the past five years. 
Though tiie companies have shed 
staff, their cost bases have 
declined by less than a third. 

C an they be more 
drastic? Will they be 
allowed to? The gov- 
ernment's position 
appears, at best, 
ambivalent. Many officials are 
still profoundly adverse to allow- 
ing financial institutions to go 
bankrupt. Indeed, some argue 
they can avoid the prospect of 
too radical a shake-out by permit- 
ting banks and brokers to set up 
holding companies next year. 
This, it is hoped, may allow Lhe 
stronger banks to absorb weaker 
brokers - and thus avoid the 
need for failures. 

But if the financial pressures 
worsen - and if the Nikkei tum- 
bles further - radical action will 
be impossible to avoid. A good 
test of the severity of the prob- 
lem and the government's will- 
ingness to deal with it is emerg- 
ing: Yamaichi Securities. 

The company has been facing 
difficulties for years. At the start 
of the 199fts, the government qui- 
etly asked one western invest- 
ment bank if it would be inter- 
ested in purchasing the group. If 
Yamaichi's problems worsen now 
- officially it denies that it has 
any plans for restructuring - 
they will leave the government in 
a very difficult position. 

Some officials insist that the 
group must be protected. "Yam- 
aichi is not like Sanyo. It would 
be too great a shock if it was to 
fail," says one. But as Shinji 
Oka be of Moody's points out: 
“Using public money to support 
Yamaichi would be politically 
very difficult given the racketeer- 
ing scandals." 

The government's jitters are 
understandable: forcing through 
rapid closures of any companies 
could deliver a shattering blow to 
the fragile financial system. But 
reform cannot be delayed forever. 
The current problems have wors- 
ened partly because the govern- 
ment bas shirked radical action 
before. Shirking it again will pro- 
long the unease that may be 
under minin g the system. 

Japan may not be in financial 
crisis yeL But it could be if the 
government gets its policy 
respouse wrong, or if the Nikkei 
continues to plunge. Either way, 
a nervous winter for the banks 
and brokers looks inevitable. 


50 years ago 

Mr. Dalton Resigns 
At 10.30 last night it was 
officially announced that Mr 
Dalton, Chancellor of the 
Exchequer, had resigned and 
that Sir Stafford Cripps had 
been appointed Chancellor. 
Reports bad been circulating 
at the House of Commons last 
night that Mr Dalton had 
offered his resignation to the 
Prime Minister following the 
disclosure in the Commons 
yesterday afternoon that he 
had Indicated some of the 
Budget's contents on 
Wednesday to a Lobby 
correspondent before the 
Budget speech was delivered. 
Sir Stafford Cripps is to 
continue to co-ordinate 
economic affairs in addition 
to his new appointment. 


Dry Spell Hits UJS. Wheat 
Critical conditions prevail in 
some sections of the U-S. 
winter wheat belt because of 
persistent dryness, the 
Department of Agriculture 
reports in Washington. This is 
particularly the case in 
North-Western Texas and 
Western Oklahoma, where 
much acreage has yet to be 
seeded. South Central 
Nebraska, much of Western 
Kansas, South-Eastern 
Colorado and sections of New 
Mexico are also affected. 
Estimates for the maize crop 
have declined by 12 million 
bushels during the post 
month. 
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Andersen pays $35m to end 
12-year De Lorean lawsuit 


By John Mason, Robert Rice 
and Jim KeBy bn London 

The UK government wiH today 
ann ounce it has settled its 
12-year legal battle over the De 
Lorean sports car scandal after 
agreeing to accept damages of 

$35m from Arthur Andersen, 

the international accountancy 
Arm it had accused of negli- 
gence. 

The settlement avoids a 
lengthy trial - due to start in 
New York next year - and 
ends a saga of political embar- 
rassment for successive gov- 
ernments and litigation with 
the accountancy firm that 
audited the failed car compa- 
ny’s accounts. 

The Belfast-based De Lorean 
company collapsed in 1982, 
four years after the UK gov- 
ernment began pouring £77m 
of public funds into the proj- 
ect. Accusations of massive 
fraud involving John De 
Lorean, its founder, and the 
late Colin Chapman, chairman 
□f Lotus, the sports car and 
engineering group, followed. 

The out-of-court settlement, 
to be announced in the lower 
house of parliament today, is 
seen as a compromise. Hie UK 
had claimed damages esti- 


UN monitors 

Continued from Page l 

Bill Richardson. US ambassa- 
dor to file UN, yesterday hur- 
ried back from consultations 
with President Clinton to 
request an emergency mepting 
of the Security Council, due to 
meet last night. He warned of 
“serious consequences" in 
response to Iraq's "outrageous 
and irresponsible action". 

Tariq Aziz. Iraq's deputy 
prime minister, accused the 
US inspectors of "implement- 
ing their government’s policy" 
of hostility towards Iraq. 

International oil markets 
reacted calmly to the tension. 
In London, Brent crude for 
December was up 28 cents to 
$19.91 a barrel in later trading. 


Chase loss 


Continued from Page l 

have also suffered trading 
losses in the Asian markets, 
though none has disclosed 
details. Swiss, German and 
Dutch banks' profits this year 
have benefited from unusually 
strong trading profits. But 
lower equity prices, wider 
bond spreads and increased 
volatility are expected to 
reduce fourth quarter income. 

Marc Pinto, credit analyst at 
Merrill Lynch, said loan expo- 
sures were likely to prove a 
greater problem than trading 
losses. Although European 
banks had increased their 
exposure to emerging markets 
in recent years their lending 
in Asia was still modest 
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mated to exceed $300m, but it 
is understood the Labour gov- 
ernment wanted to put the epi- 
sode behind it and avoid far- 
ther costs. 

For Arthur Andersen, which 
denies liability , the settlement 
removes uncertainty. The 
affair has dogged the firm for 

years. It was barred from UK 
public sector work for IS years 
- a ban lifted only in Febru- 
ary. It faces a further claim for 
$100m from the bankruptcy 
trustee for De Lorean. Ander- 
sen maintained that the enthu- 
siasm of successive govern- 


ments for the project blinded 
ministers to the risks involved. 

The government said the 
project would have been halted 
if the auditor had alerted min- 
isters in 1979 to suspicions of 
fraud. 

Internal Andersen docu- 
ments released by the US 
courts in 1996 show that in 
early 1979 the auditor became 
concerned about an unusual 
contract for design work on 
the gull-winged sports car. 

This involved the transfer of 
$17.65m to a Panamanian com- 
pany. GPD Services, in Swit- 


zerland. The design weak was 
subcontracted to Lotus. 

An Andexrai mcmQpmflnm 
to its UK lawyers, Ashurst 
Morris Crisp - using the cod- 
enames “Mr Primrose" far Mr 
De Lorean and "Mr Daffodil” 
for Mr Chapman - advised 
that, while the Swiss payments 
were almost certainly iTipgai, 
the accountant was under no 
obligation to inform the UK 
gngwnmgTrt: because the brans- 
action ^ no impact on the 
accounts. 

Small Jaguar, Page 8 


US banks to lead Chinese 
power company’s IPO 


By Louise Lucas on Hong Kong 

Goldman Sachs and Morgan 
Stanley, the US investment 
banks, are set to lead a forth- 
coming china equity issue 
after Peregrine, the pan-Asian 
merchant hanking group, was 
removed from the top slot 

The rejig of sponsors for the 
3bn yuan ($362m) offeri ng from 
Shandong International Power 
Development (SIPD) shows 
that Chinese companies are 
continuing to advance listing 
plans despite volatile market 
conditions in Hong Kong. The 
market has fallen almost 40 
per cent from its peak on 
August 7, provoking at least 
two initial public offerings in 
China to shelve their plans. 

Peregrine, which has strong 
ties with China, was originally 
slated to lead the offer with 
Goldman Sachs. The mandate 
was awarded three years ago, 
when SIPD first planned to 
come to market. 


However, when SEED revived 
its plans in a utumn it decided 
to replace Peregrine with Mor- 
gan Stanley. 

Morgan Stanley’s inclusion 
in a big China issue comes at a 
time when its relations with 
Beijing are frosty. The bank 
incited Beijing’s wrath last 
month by issuing a negative 
research report on Hoag Kong 
even as its China inves tment 
h anking joint venture, China 
International Capital Corpora- 
tion, was brin g in g China Tele- 
com to market. 

Barton Biggs, a managing 
director with Morgan Stanley 
in New York, said in the report 
that Asia was still in the 
"downward phase of a vicious 
cycle" - a view that helped 
depress Hong Kong share 
prices still further. 

However, Morgan Stanley 
has been brought in as a late 
replacement on a previous 
China issue, and is understood 
to have impressed Beijing with 


its handling of IPOs. It took 
over from Salomon Brothers 
an the dual Bating for Beijing 
Datong, a power company, at 
the end of last year. 

China-related shares have 
been among the worst casual- 
ties in Hong Kong. H-shares, 
the designation g i ve n to stock 
IktaJ in Hong Kang by state- 
owned enterprises, have per- 
formed badly while iedchips, 
or mainland-backed Hong 
Kong companies, have fared 
even worse. 

Tianjin Development Com- 
pany is likely to be the first 
arm of a municipal govern- 
ment to brave the market 
since it began falling . The 
company, with assets includ- 
ing Dynasty Winery, a Joint 
venture with Remy Mu tin, is 
understood to have appointed 
Merrill Lynch to manage its 
HK$lhn ($L29m) issue. 

Pereg ri ne receives apology 
over rumours. Page 14 


Saison plans flotation of international hotels chain 


Continued from Page 1 

hotel industry has been buoy- 
ant, reflecting a steep rise in 
business travel and tourism. 

Growing competition for 
new markets, global reach and 
customers has led to consolida- 
tion in the industry. 

Earlier this year Marriott 
International paid $lbn for 


Renaissance Hotels, the Hong 
Kong based company. A 10- 
month battle for control of ITT 
Corporation, owners of ITT 
Sheraton, drew to a close this 
week after the US conglomer- 
ate approved a a $10-2bn take- 
over offer by Starwood Lodg- 
ing. the US property company, 
ahead of a $8.4bn bid by Hilton 
Hotels. 


Inter-Continental was 
founded 51 years ago by Pan 
American airlines, which origi- 
nally established hotels along 
its routes. It was acquired by 
Grand Metropolitan, the Brit- 
ish spirits and food group, in 
196L Saison bought the com- 
pany at the top of the market 
for $2.1bn in 1988 with hank 
borrowings of more than $lbn. 
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Europe today 

Much of the Mediterranean win have 
some cloud and scattered showers, 
occasionally heavy and thundery. 
Eastern Spain, southern France and 
northern Italy should stay generally 
dry and sunny. 

Thera will be sunny periods in 
central Europe and Germany. 

The Balkans, eastern Europe and the 
Baltic states wiU be very wet 
Scandinavia wifl remain largely 
cloudy but relatively mild, with tight 
rain In places. Snow should be 
confined to the mountains of 
northern Norway and north-west 
Sweden. 

Most of Russia will be dry, with 
sunshine at times. 

Five-day forecast 

North-western Europe will become 
windy, with some heavy rain, but 
most other parts of Europe will 
gradually become more settled. 

The Mediterranean should have 

some warm sunshine but also 
scattered thundery showers. Central, 
eastern end northe rn Europe wfll 
become dry and much odder. 

TODAY'S TEMPERATURES 
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Situational midday. Tampantma maximum for day. ForacastsbyPA WeatherCantia 


Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Athens 

Atlanta 

B. Ainas 

BJtam 

Bangkok 

Barcelona 


CeWuSt 
Sim 26 
S h owe r 3i 
Shower 22 
Shower 10 
Fair 21 
Fair 16 
Cloudy 20 
Rah 10 
Shower 34 
Fair 18 


Belgrade 

Bote 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

C.hagen 

Cairo 

Gaacas 


Fair 11 
Shower 11 
Rata 15 
Shower 8 
Shower 27 
Far 18 
Sun 33 
Cloudy 10 
Rain 11 
Fair 7 
Sun 23 
Thunder 30 


Cardiff - 

Casablanca 

Chicago 

Cologne 

Dakar 

Dallae 

Den 

Dubai 

QlAte 

DubnovnRc 

Edinburgh 

Faro 


Rain 12 

Fair 22 

Rain 4 
Drzd 3 
Fair 31 
Cloudy 13 
Sim 27 
Sun 29 
Rata 12 
Shower IS 
Fair 10 
Fair 22 


■ Our service starts 
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Frankfurt Cloudy 8 
Genova Far IQ 

Gibraltar Shower 21 
Qaagow Shower 10 
Hambtig Fair 8 
Helsinki Rain 6 
Hong Kong Sim 28 
Honolulu Sin 29 

Istanbul Fair 17 

Jakarta Thunder 32 
Jersey Fat 14 

Joham’bug Shower 25 
Karachi Sun 32 

Kuwait .Sun 27 

L Angeles Far 20 
Las Palmas Far 26 
Lima Thunder 26 

Lisbon Cloudy 19 
London Show 12 
Luxhoug Cloudy 7 
Lyon Far 10 

Madeira W23 


Madid 

Majorca 

Malta 

Manch e ster 

Marita 

Melbourne 

Mexico City 

Miami 

Man 

Montreal 

Moscow 

Munich 

Natajbl 

Naples 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

Paris 

Perth 

Rogue 


Fair 17 
Shower 20 
Shower 21 
DrzzMD 
Thunder 30 
Rein 19 
Fair 23 
Thunder 28 
Fair 14 
Snow 1 
Cloudy 4 
Shower 4 
Thunder 25 
ThuideM7 
Thunder 31 
Rata 11 
Fair 17 
Sun 22 
Shower 4 
Cloudy 12 
Sim 23 
Dried 6 


Rangoon 

Reykjavik 

Ftto 

Rome 

S. Fraco 

Seoul 


Strasbourg 

Sydney 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

WeUngton 

Winnipeg 

Zurich 


Sim 32 
Shower 2 
Thunder 33 
Fair 17 
Fair 19 
Shower 13 
Thmdar31 ■ 
Cloudy 6 
Cloudy 8 
Thunder 31 
Rata 21 
Sun 27 
Rain 18 
Snow 1 
Cloudy 12 
Fair 14 
Rain 7 
- Rain 6 
Rain 12 
Fair 17 
Sim -2 
Cloudy 7 


THF LEX COLUMN 

Hard pounding 


Gordon Brown cherishes a stable 
and competiti ve potrod. Alas; the 
British ffrannn Tntrrigter has nei- 
ther. The pound has risen nearly 25 
pe r ghmfl August 1996. and 'has 
hardly been stable in recent 
months. And whatever be meant by 
competitive, lie could not have 
intended DM7.33. $L70 and a five- 
year bi^bi against the yen. StQL if 
there is comfort to be had, it is that 
sterling has beat the dog that did 
not bark. So for at least, theendur- 
ing strength of sterling has had pto- 
zlingly little effect on the UK’s 
trade position. . 

Has is jolly convenient for Mr 
Brown. After an, sterling strength 
bears Ms i mpri nt a tougher fiscal 
stance in the budget. a braver pol- 
icy on monetary H"lnn, an il ihe 

pound would not be so high. Even 
it as the Bank of England predicts, 
this situation cannot persist, Mr 
Brown is best advised to do nolb- 
I ing. Having delegated monetary poi- 
icy to the Bank, he mist five with 
his decision. And if the aim Is to 
achieve a weaker jramd, it is much 
better to allow the Bank to tip the 
wink, as it did back In August to 
some effect. Haying politicians 
talking down their own currency 
invariably ends in tears. 

Bight now, Mr Brown need not be 
tOO wmiymwl foar thw hmltth of UK 
pig ; even in mannfiarhTrmg , most 
exposed to sterling, profitability is 
high «mi rising True, of the 
strains of sterling strength have yet 
to show. But with the UK economy 
set to slow next year, sterling 
should correct of its own accord. 

Internet broking 

Wall Street’s big brokers are 
doing their best to ignore the inter- 
net. As Lou Geretner, irmr chair- 
man, reminded them last week, this 
l ooks short-sighted. Mr Gerstner’s 
doom-laden warning — that all 
share trading will move on to the 
web - may be exaggerated and 
self-serving. IBM wouldkrre to sell 
the secu ri ties firms file computer 
netw o rk s they would need. But he 
has a point. 

hxtanet brokers still account for 
only A per cent of the 60m broker- 
age accounts held in the US. But 
they are growing at 4950 per cent a 
year - and undermining the indus- 
try’s price structure too. Suretrade, 
a new internet broker, is offering to 
execute trades for $735. Discount 
brokers typically c har ge $75 while 
foil-service ones, who also provide 
advice, $lQ0-$200- With investment 
information 1nirrt>a sing ly av ailahla 


FTSE Eurotop 300 index 
1893.4 {+2.2} 
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houses have been reluctant to 
embrace the internet, for fear of 
wmrrihaiwring established business. 

Only Morgan Stanley has so far 
bought an on-line broker. Merrill 
Lynch. Smith Barney and Paine- 
Webber are still mulling their 
options. Meanwhile, the 30 or so 
independent internet brokers are 
being squeezed between foiling 
prices arid rising advertising spend- 
ing. E*Trade's shares, for example, 
have fallen 40 per cent over the past 
mrmtTi on fears of a price war. Now 
might be a good time for the big 
boys to strike. 

Power generation 

Tn an industry where too much 
capacity has swamped prices, it 
sounds good that two of the top half 
dozen are getting together. Westing- 
house's barely profitable power gen- 
eration business is being rational- 
ised and the purchaser, Siemens, 
wmw extend the process. Bat the 
German group has not been a ruth- 
less cost-cutter and its main motive 
is building up a core activity. 
Westinghouse offers a bigger pres- 
ence in the US and Asia and the 
after-sales service market. 

This is bad news for GEC-Als- 
thom. While Siemens closes the gap 
on the big two - General Electric of 
the US and SwiseSwedish ABB - 
the Anglo-French entity has been 
elbowed aside. The timing is partic- 
ularly bad for GEC-Alsthom as it 
heads towards a demerger from its 
parents. It is already bring talked 
about as a possible bid target, 
although it is imriftar whether CSC 


preferable, around £85m in cash and 
shares from Mr Evans or the £87m 
Offer from Capital Radio that he i has 
already accepted? Mr Evans’ ou is 
timed perfectly. Capital’s higher bid 
awaits an uncertain fete at the 
Monopolies and Mergers Commis- 
sion. Furthermore, a stake in the 
privately-held Ginger Productions 
of the high-profile Mr Evans may be 
more attractive to the publicity-con- 
scious Mr Branson than Capital's 
share alternative. 

Yet the logic of the Capital/Virgin 
merger remains strong. Advertisers 
prefer reaching large audiences 
with one advertisement than the 
cam, number of listeners with sev- 
eral advertisements. With diversity 
of output hardly an issue in a city 
with IB radio stations, their support 
for a combination with over 40 par 
cen t of the London market will 
probably sway the MMC. A Virgin/ 
Ginger combination would lack the 
same clout 

By playing the two parties off 
against each other. Virgin may 
achieve the best price for the busi- 
ness. But it is highly risky. Capital 
is irritated that Virgin is taking Mr 
Evans’s offer "very seriously" and 
says it has no intention of raising 
its already high hid. With Capital ; 
offering nearly 5 times 1997 sales 
and 20 times operating profits, V3r- | 
gin Radio would be lucky to sell for ! 
any mare. Mr Branson should resist ; 
the allure of Mr Evans’s offer and 
settle for CapitaL 

See additional Lex comment on 
Caradon. Page 18 



Pfizer is a research-based health care 
company with global operations. 

Pfizer Limited, at Sandwich in Kent, 
employs some 3400 people, most of 
whom are involved in the research, 
development and manufacture of 
medicines for the treatment of 
disease in humans and.animals. 


Bringing Science to Life 


For further Wbnrnaiion: htte^www.pfizer.com 

httpy/WYw.pfizer^.uk/recmk 
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Thai banks make 
a dash for cash 

Thai banks need more money - a lot of it and 
soon. Eight of the country's 15 commercial 
banks have announced capital-raising exercises 
worth more than Slbn. But only one has been 
successful, leading to doubts whether there ts 
enough private money - foreign or domestic - 
interested in bailing out the country's financial 
sector. Page 14 

Tabaealera in good shape for seH~Off 

Tabacalera, Spain’s 


Tstocatoni . : 

Share price relative' to the : 
Madrid 3E index . 
riffl ■ -i — V . ' . — 


160. 



tobacco producer and 
distributor, looks in 
good shape for its full 
privatisation early nest 
year. The state is due 
to sell Its 52 per cent 
stake in an issue worth 
Ptal73bn (Sl.lShn) at 

current prices and 
there is reason for opti- 
mism. The company 
has outperformed the 

Madrid market rising above Ptaio.000 from 
PtaS.100 at the start of the year. Page 15 

Spanish mining sector digs ' damp 

The start of work on Spain's first base metals 
mine for decades will be celebrated today near 
the south-western port of Huelva. The cere- 
mony, at the Aguas Tenidas. zinc-lead-copper 
project, is just one example of the revitalisation 
of Spam's non-coal mining industry. Page 22 
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Exchange probes Swedbank trading 

Bank says share deals were ‘a mistake, not manipulation’ 


By Tim Burt bi Stockholm 

The Stockholm stock exchange 
yesterday launched an inquiry 
into alleged share price manip- 
ulation on Wednesday by trad- 
ers at Swedbank, one of Swe- 
den’s largest financial services 
groups. 

The bank acknowledged 
there was "a mistake by trad- 
ers'*. but denied there had 
been any share price manipu- 
lation. 

Stock exchange officials said 
they were examining trans- 
actions earlier this week 
involving the shares of Volvo, 


Astra, Ericsson and Sparbank- 
en. These shares are among 
the country's most heavily 
traded.. 

The inquiry follows a flurry 
of rising in the four compa- 
nies’ shares just minutes 
before the market closed on 
Wednesday. 

Investigators are examining 
the connection between 
Wednesday’s trading and the 
pricing this week of a new 
index-linked bond by Swed- 
bank Markets. 


The pricing of the bond was 
directly related to the perfor 
mance of shares in Volvo, 
Astra, Ericsson and Spar- 
hanken. 

According to stock exchange 
officials, Swedbank spent 
about SKx50m (S6-8m) buying 
shares on Wednesday evening. 

That helped lift Volvo’s B 
shares from SKrl97.50 to 
SKr205; Ericsson B shares rose 
from SKi317 to SKr321; Astra’s 
most commonly traded A 
shares gained SKr4 to close at 


SKrl26; and Sparbanken - the 
domestic arm of Swedbank - 
Jumped from SKrl 76.50 to 
SKT185. 

“The pattern of this trading 
has made us suspicious as to 
whether it was a case of mar- 
ket manipulation." said the 
stock exchange. 

Senior officials from Swed- 
bank. which last year bandied 
7.15 per cent of the market 
turnover in Stockholm, were 
yesterday summoned to the 
stock exchange to explain the 


transactions. The bank told 
the exchange that the trader 
mainly responsible for the 
transactions bad been 
"assigned other duties, await- 
ing the outcome of the Investi- 
gation". 

“We accept there was a mis- 
take by traders and it was not 
handled in the best way. But it 
was not manipulation," said 
HSns Kallaker, executive 
rice-president with responsibil- 
ity for Swedbank Markets. He 
blamed the transactions on 


"miscalculations" by traders 
engaged in a hedging exercise. 

Depending on the outcome 
of the inquiry’, the state prose- 
cutor could be asked to begin 
proceedings. Exchange offi- 
cials said they hoped lo com- 
plete their inquiry by the mid- 
dle of next week. They were 
satisfied by the measures 
taken by Swedbank so far. 

Last night, shares in Erics- 
son closed down SKrM at 
SKrJQT. Volvo's B shares shed 
SKr3.50 to SKrl 99.50. Spar- 
banken lost SKrfi.50 to close at 
SKri77.50 and Astra A shares 
ended SKr3 lower at SKrr.13. 


Paris theme park operator starts repaying principal on debt 


Euro Disney’s 
fortunes turn 
as numbers of 
visitors rise 


By Andrew Jack In Paris 

Euro Disney, operator of the 
Paris-based theme park, yes- 
terday reported a sharp rise in 
visitor numbers and hotel 
occupancy - allowing It for the 
first time to pay off some of 
the principal on its crippling 
FFnStrn <$2.6bn> debt 
Unveiling an increase of 7.5 
per cent in net income for the 
year to September 30 to 
FFr217m, GDles Pfelisson, - the 
chairman appointed this 
spring, said: "This has been a 
very good year." 

However, he reiterated there 
were no immediate plans to 
launch a second theme park - 
an idea shelved In 1995 - 
although it was still possible 
once management, had proved 
to shareholders, bankers and 
the government that it was 
capable of generating profits 
on a consistent basis. 

But he did indicate for the 
first time that there were talks 
under way about the opening 
of new attractions in the exist- 
ing park “in the next one to 
three years", following the suc- 
cess of its Space Mountain 
rollercoaster in 1995. 

Mr Pfelisson also expressed 
confidence that Euro Disney 
would be able to cope with the 
burden of some F3.5bn in 
repayments on convertible 
bonds which Call due in 2001. 


Among the options under con- 
sideration was a restructuring 
of its debts and the issue of 
new financial instruments. 

The number of visitors to 
the theme park rose from 
11.7m last year to 12.6m in the 
current year. Thirty-four per 
cent of visitors have attended 
at least once before, compared 
with 30 per cent in the previ- 
ous 12 months. Hotel occu- 
pancy rose from 722 per cent 
to 78 per cent and per capita 
spending from FFr248 to 
FFr251. 

Total revenues rose 102 per 
cent to FFriLSbn and costs by 
82 per cent to FFr4. 6bn There 
were also net exceptional gains 
of FFi52m, against FFrMm last 
time, reflecting a write-back in 
provisions after lower-than-ex- 
pected settlements on out- 
standing legal claims with con- 
tractors and the French 
customs service. 

However, in line with the 
restructuring plan agreed with 
creditor banks in 1994, lease 
and financial charges rose 252 
per cent to FFr7l5m. Under the 
terms of the plan, they are 
estimated to rise by up to 
FFWOOm during 1998. There 
will be a further jump in 2003. 

Mr P fells son stressed that 
next year, Euro Disney would 
receive FFrlOGm from its Val 
d 'Europe property and com- 
mercial development, and the 



revenue would continue to rise 
in the future. A shopping cen- 
tre Is scheduled to open in the 
second half of 2000. 

In addition, the company 
this year reported a 19 per cent 
rise In turnover in its Disney 
Village site next to lbe theme 
park. This nam e from a combi- 
nation of revenues from its 
own activities and rents based 
partly on sales from outside 


operators which have opened 
attractions at the site. 

In the current year, 38 per 
cent of visitors to Euro Disney 
came from France - Including 
20 per cent from the Paris 
region - with a further 20 per 
cent from the Benelux coun- 
tries, 14 per cent from Ger- 
many, 12 per cant from the UK 
and 7 per cent from Italy and 
Spain. 


VW heightens 
speculation 
about R-R bid 


By Graham Bowtey 
in Frankfurt 

Volkswagen, the German 
carmaker, yesterday said it no 
longer ruled out the possibil- 
ity of acquisitions, heighten- 
ing speculation that it is pre- 
paring a bid for Rolls-Royce of 
the UK 

In a statement, VW said: 
"On the basis of the most 
recent developments on the 
world market, Volkswagen no 
longer rules out acquiring a 
company and/or a sharehold- 
ing in a company in its core 
business." VW refused to com- 
ment on whether or not it was 
interested in Rolls-Royce, the 
luxury car maker which has 
been put up for sale by Vick- 
ers, the UK engineering group. 

But analysts yesterday said 
VW might instead be prepar- 
ing to expand its truck busi- 
ness. They said MAN, the Ger- 
man heavy vehicle and 
engineering group, could be 
Its target. VW already has 
some co-operation with MAN, 

"It could be MAN. Ferd- 
inand Pifech (VW chairman 1 
said he wants to take on 
Daimler-Benz in its own mar- 
kets and this would be one 
way of doing it" said Philipp 
Rosengarten, analyst at DRl/ 
McGraw-HilL VW already pro- 
duces light trucks bnt 
Daimler-Benz is the market 
leader in the heavy trucks 
business. 

VW had previously insisted 
that it was not interested in 
buying another company and 
that it intended to expand by 
developing new models. 

VW fnelled speculation 
about its expansion when it 
announced in September plans 


to raise between DM6bn 
($3.5bn) and DMSbn in a rare 
share issue. 

VW dismayed investors by 
refusing to spell out in detail 
what it wanted to do with the 
fresh capital, triggering a 
decline in its share price. 

The company then fell vic- 
tim to market turbulence lost 
month when a sharp fall in its 
share price forced it to post- 
pone the capital increase 
indefinitely. VW has said it 
has still not decided when it 
will revive its equity raising 
plans. At the Frankfurt motor 
show in September Mr Pifech 
quashed market rumours that 
the company planned to boy 
into Porsche, the sports car- 
maker controlled by the Por- 
sche and PiBcb families. How- 
ever, Mr Piech has said that 
he wants to take VW further 
np-market. which has 
increased the speculation link- 
ing the company with 
Rolls-Royce. 

Analysts said this would 
enable VW to take on Daimler- 
Benz, which has directly chal- 
lenged VW with the launch of 
Its new A-Class small car, in 
top-range cars. 

"There are not a lot of 
assets in the car business 
which are obviously on the 
table, apart from 
Rolls-Royce," said John Law- 
son, car analyst at Salomon 
Brothers in London. 

VW shares yesterday suf- 
fered another turbulent ses- 
sion plunging on fears about 
its Brazilian operations, 
before recovering later. At the 
close of trading in Frankfurt, 
VW shares closed up DM8 at 
DM923 after earlier falling as 
low as DM879. 


Rudloff ready to buy back 
full control of MC-BBL 


By Jonathan Ford 

Hans-Jttrg Rudloff, one of the 
dominant personalities in the 
euromarkets in the 1980s, is 
prepared to buy back full con- 
trol of MC-BBL, the eastern 
European investment bank he 
founded two years ago. 

Mr Rudloff said he would 
exercise his right to buy a 51 
per cent stake held by Ban'que 
Bruxelles Lambert if the Bel- 
gian bank was acquired by 
IMG of the Netherlands. ING 
launched a $5.4bn takeover for 
BBL, Belgium's third largest 
bank, on Tuesday. 

He said; "It would be 
Inappropriate for ING to own 
MC-BBL because it already has 
an investment banking busi- 
ness in eastern Europe.” 

He added that he would 
either repurchase the stake or 


sell it to another investment 
■bank. Any deal would involve 
an outlay of at least feiOm. MC- 
BBL has a book value of $2Qm. 

BBL, a founder shareholder 
in MC-BBL, acquired majority 
control last year. MC-BBL 
holds majority stakes in three 
investment banks In central 
and eastern Europe, including 
a 60 per cent stake in United 
City Bank in Moscow, one of 
the top five Russian securities 
houses, and a 49 pa* cent bold- 
ing in Patria, the leading 
Czech broker. 

UCB has grown rapidly 
this year, helped by the 
surge in the Russian equity 
market 

Mr Rudloff said he was 
looking for equity partners to 
help develop these operations. 

“If you want to move for- 
ward In markets that are grow- 


ing at great speed, you have to 
adapt yourself to these reali- 
ties, " he said. "No private 
organisation can finance on its 
own the sort of growth we 
have seen in Russia.” 

He said he was unworried by 
the volatility in eastern Euro- 
pean markets, which he 
regarded as a temporary phe- 
nomenon. 

Mr Rudloff intends to con- 
vert MC-BBL into Investment 
hniaing company and strategic 
investors would be offered the 
chance to taka a stake in aanh 
of the subsidiary companies. 

The restructuring of MC- 
BBL, which will take place 
only if BBL Is acquired by 
ING, comes at a time when Mr 
Rudloff is establishing a 
private equity arm to invest in 

nnHmtari rampanlpa in eastern 
Europe. 


Honda races to record profits 
with a strong show in the west 


By Rfichiyo Nakamcrto 
in Tokyo 

Honda, the Japanese maker of 
cars and motorcycles, achieved 
record sales and profits in the 
six months to September 30 
after a strong performance in 
North America and Europe 
more than offset a sharp foil in 
the domestic market 

Sales in the first half rose 13 
per cent to Y2,794.6bn 
(522Jj6bn) while pre-tax profits 
were 37 per cent up at 
Y222.5bn. Net profits were a 
record Y126.4bn (Y9L9ba), 33 
per cent up. Honda shares rose 

YB0 to Y4.110. 

Unit sales in Japan were 
down 9 per cent North Ameri- 


can sales surged 29 per cent 
largely because of the popular- 
ity of the remodelled Accord 
and the CR-V sports utility 
vehicle. Honda sold 57,000 
CR-V vehicles following its 
introduction in February com- 
pared with its full year target 
of 50,000. The strength of 
demand had led to production 
bottlenecks, Honda said. 

The CR-V was also popular 
in Europe where Honda sold 
5,000 in the four months after 
its introduction. Its target for 
the first year is 14JXXL 

European sales overall rose 
15 per cent, helped also by 
strong sales of the Prelude and 
the Civic models made in the 
UK and in Japan. Honda 


expects total sales tn Europe to 
reach 15.31m this calendar 
year, a 4 per cent increase 
year-on-year. 

Honda was also helped by 
the weaker yen, which contrib- 
uted Y4lbn to operating 
income, as wbQ as cost cuts, 
which added another Y39bn. . 
Motorcycle sales stood up. In 
spite of weakness in Thailand. 

The company expects total 
sales in the year to reach 
Y5,700bn,- representing an 
increase of 8 per cent. Pre-tax 
profits are forecast to increase 
13 per cent to Y2S0bn while net 
profits are expected to rise 13 
per cent to Y250bn. 

Chinese takeover. Page 6 


IN PROJECT 


FINANCE 


WHAT YOU 


NEED IS A ' 







When it tomes ro Projecr Fin.mn; you ri*-»-d 
.i fnink vmh h broad ol i xpcnoncc 

.ind product expf’itn*-. A bank < ap.Ybl* of 
-Mipporriug your projects alJ 0 vr-r* too world. 


- .... v -. * •Mxrk rarj)'.;. 




A bank tlinr thinks .loti ar.t* like .1 partner. 
You mrod ui.Thc Royal Bank -of Scotland. 




- - 


TheHo^^^S 

of SGotlaAd^UN 


The Royal Bank of ScottamJ pie. Raiiirered OffiwsM St Andrew Squire, ttUnhum*) EH1 1TB. Rog**l»red in SedUiid No. M2 1 2- 
ReguUttd bf 1MRO, Sf* and Penonal bwestnwni Authority. 


1 


V 





FINANCIAL. TIMES 


FRIDAY NOVEMBER 141997 


COMPANIES AND FINANCE: ASIA-PACIFIC 


Tax increase hurts Japanese railways 


By Bethan Hutton in Tokyo 

Japan's three privatised railway 
companies all reported lower first- 
half profits, hit fay the rise in con- 
sum ptirm tax and the expiry of tax 
breaks. 

The consumption tax increase In 
April reduced passenger numbers 
slightly and lowered sales figures, 
as some customers brought for- 
ward the purchase of new rail 
passes to before the end of March 
1996. The increase also affected 
earnings at related ventures. 

All three companies suffered 


from the loss of a special SO per sen bullet-train line, which con- casts sales of Yl,955bn, giving pre- to fall 3L4 per cent to Y23Dbn, 

cent tax break on fixed assets, nects Tokyo with Nagano, site of tax profits of YSTbn and net profits ■ with pretax profi t s down 1A3 per 

which applied for 10 years after the winter Olympics in -February ^ of Y475bn, down 17.1 per cent cent to Y48.0bn. 
prlvatisattoD in 1987. next year. -i Shares In JR East climbed 2.47 Central Japan Railways (JR Cen- 

Net profits at East Japan Rail- The loss of the tax breajt on fixed per cent yesterday after Wednes- tral). which was floated last month, 
ways (JR East) fell 7.8 per cent to assets cost JR East Y§6.7bn in j day's results announcement, doe- .repmted a 7 per emit fell in after- 
Y32Jbn ($257m), while pre-tax prof- ; extra tax during the firsf halt and* ing Y14.000 higher at Y580,000. tax profits to Y23.1bn, although 
its declined 6.8 per cent to Y6L5bn. ' the company also incurred costs? West Japan Railways (JR West) sales held up. growing 0.3 per cent 
Sales slipped 1.3 per cent to from closing down unprofitable ^reported a 34J per cent drop in net to Y575Jbn. Pre-tax profits slipped 
Y974.4bn. The interim dividend businesses. There was also-. .all-. profit to YlSJHm, cm sales down LI 14J2 per cent to Y42J.ba 
was unchanged at Y2£Q0. Y7.5bn cost - the first*. jjatahaeatf /ipefecent to Y474.4bn. It was also hit For the full year, JR Central 

jr East expects overall passen- in Y77.6bn of obligations over five by^theiax change, and costs relat- *»* p«*5 net profits to decline 14.6 
ger figures to remain weaker for years to cover & shortfall in the. ing. to the opening of a new fine- per cent to Y29.0bn. Pre-tax profits 

the full year, but that will be partly pension fund for former Japan . ._ The fall-year forecast is for sales should fell. 1Z5 per cart to Y58hn, 

offset by strong second-half passen- National Railways employees. ■ ■ to remain almost static at with sales down L7 per cent to 

ger levels on the newest shmkan- For the foil year, JR East fore- Y95S5bn. Net profits are expected Yl,l30bn- 


Sales of new game lift Nintendo 


By NBchiyo Nakamoto 
In Tokyo 

The popularity of its 64-bit 
machine and a new game. 
Pocket Monsters, were 
behind a strong first-half 
performance by Nintendo, 
the Japanese video games 
manufacturer. 

Parent sales rose 56 per 
cent from Y130J2bn to 
Y202.9bn ($l.6bn), while pre- 
tax profits surged 70 per cent 
from Y30bn to Y4Sbn. 

Net profits increased 58 
per cent from Y15.7bn to 
Y24.7hn- 

The company’s shares rose 
Y500 to Y1 1,400. 

Nintendo attributed the 
improvement to the success 
of Pocket Monsters, a game 
played on the Game Boy 
portable machine, which has 
become the latest fed among 
children it features a group 
of monsters which are 
nurtured and take on 
different characteristics or 
levels of strength depending 
on bow well the game is 
played. 

The company has sold 
more than 694m units of the 
software for Pocket Monsters 
in less than two years. This 
has been a boon for 
Nintendo, which had 
suffered a setback after the 
launch of its Nintendo 64 



machine was delayed several 
times and then launched 
with few software titles 
available to play on it 

Nintendo also suffered the 
defection of well-known soft- 
ware developers as it was 
preparing to launch the 
Nintendo 64. 

In the fiscal year to March 


1997, it sold 2m units of the 
machine in Japan, compared 
with 6.5m units of Sony's 
PlayStation and 4 ftm units 
of Sega’s Saturn, both of 
which were launched much 
earlier than the Nintendo. 

However, in the US the 
Nintendo 64 has been a 
greater success, with 3.4m 


units sold in 1996, against 
4m PlayStations and 1.7m 
Saturns. 

In Japan, the company 
still lags behind the Play- 
station, in part because of 
the small number of soft- 
ware titles available. It plans 
to introduce several more 
titles by Christmas. 


In the fall year, Nintendo 
forecasts sales of Y42Sbn 
compared with Y345£bn last 
year. 

Recurring profits , are 
expected to be Yli6bn 
against YlOlbn, while net 
profits are forecast to rise to 
Y62bn compared with 
Y36Jtm. . 


Thai banks make a dash for cash 

There may not be enough private money willing to bail out the banking sector 


Cash-starved 




A Bill n --* -* II t . * • Vi — ■ — - *- 

AJiDwMo MPw; ^ -.rioo-pei KXHmg- koa% ^ n c ctyfT MB WT i o n - 

OH New. 1 ; peak forecast . •' . '* 

^ ^ ■ Btfan. ^ Btba 1 : %■" r .. ■■'.-•V. 

Rre^Ban gkok~ 1 * ~ JcLO ^ 

Union Bank ' 1X8 ' t X -t ; ’ \ 38.5 ' - • ‘./V nfe * 

Siam Oonvnarcial 3.8 ' K3t) ' 26.1" 29.7 • 

lam Thong kS 63 ; 37-4' " . T . • — n/a 

•bh* p Xn> non-p vf c ml ns i tomm *sn 30» maeotr Same Omjacfio Mdigan Q«tM Mm QKMNgtM Bmw 


T hai banks need more 
money - a lot of it 
and soon. 

Adequate levels of capital 
are increasingly hard to 
maintain since the baht's 
devaluation in July, wben 
overlending to the now 
bombed-out property sector 
was combined with high 
interest rates, slowing eco- 
nomic growth and an inabil- 
ity to access overseas funds. 

Estimates of how much 
will be required to recapital- 
ise the banking sector vary 
widely, but two things are 
certain: eight of the coun- 
try's 15 commercial banks 
have already announced 
capital-raising exercises 
worth more than glbn, and 
only one of them - the tiny 
Lam Thong - has so fer been 
successful 

This has led to doubts 
whether there is enough pri- 
vate money - foreign or 
domestic - interested in bail- 
ing out the country’s creaky 
financial sector. 

The capital raisings are 
large, with many banks 
more than doubling their 
authorised capital. Analysts 
believe they are preparing 
for significant bad debt 
write-offs and are desper- 
ately short of cash. Some 
continue to rely on unlim- 
ited emergency liquidity sup- 
port from the central bank. 


According to some ana- 
lysts. the adjusted book val- 
ues - after non-per fo rming 
loans peak and a percentage 
of them are written off - of 
certain banks show negative 
equity. Of the eight that 
have announced recapitalisa- 
tions, Jardine Fleming says 
all have negative adjusted 
book values after writing off 
50 per cent of expected non- 
performing loans. 

Others, such as state- 
owned Krung Thai and mili- 
tary-owned Thai Military, 
need more than 100 per cent 
of their current market capi- 
talisation in new funds, 
according to Dresdner Klein- 
wort Benson. 

Banks have so far decided 
to raise capital through a 
combination of rights issues 
and private placements, usu- 
ally reserved for an 


unnamed foreign investor. 
But the large capital needs 
make them less attractive to 
current shareholders and 
outside investors in the 
short term, analysts say. 

“This mixture of a rights 
issue with a minority private 
placement Is an attempt by 
major shareholders to keep 
control," says Russell Kopp, 
head of research at Dresdner 
Klein wort Benson in Bang- 
kok. “It’s not going to work." 

O n the rights issue 
side, few big share- 
holders have the 
cash to prevent dilution, hi 
the case of Krung Thai, it is 
the cash-strapped ministry 
of finance that will have to 
recapitalise the bank, while 
Siam Commercial most rely 
on the Crown Property 
Bureau. 


Family-controlled banks, 
such as First Bangkok City 
and Bangkok Metropolitan, 
would already have recapi- 
talised on their own if can- 
trolling shareholders had 
pnmi gh money, analysts say. 

Minority shareholders are 
unlikely to subscribe to the 
issues. This is because if a 
bank has negative equity, 
then a large injection of new 
capital would dilute their 
stakes by as much as 70 per 
cent if the new capital is tri- 
ple the level of negative 
equity, Mr Kopp says. 

With the Thai government 
unwilling to commit more 
taxpayer money to the res- 
cue of the banking system, 
foreigners are being expec- 
ted to shoulder the bail-out 

Foreign banks are limited 
to one foil branch in Thai- 
land. For banks with retail 


aspirations, such as HSBC 
and Citibank, buying a bank 
would give them an instant 
branch network and put 
them in a position to do 
more baht lending. 

But bankers say it is the 
small and relatively healthy 
Thai banks such as Bank of 
Asia and Thai Dana, with 
less than 100 branches, that 
are prime targets, rather 
than mid-size banks which 
represent the bulk of the 
asset-quality problem. 

“You have to question 
what benefits a foreign bank 
would get by buying a 300- 
branch network, with all the 
problems of asset quality 
and management,” says 
David Proctor, chairman of 
the Foreign Banks Associa- 
tion in Thailand. 

Even so, there do not 
appear to be enough estab- 
lished foreign banks to foot 
the bill. Many bankers 
believe a host of Thai banks 

Will onri up in the banHn of 

either the greater Chinese 
banking clique from Taiwan, 
the mainland and Hong 
Kong, or “vulture funds" 
which will swoop in at the 
last minute to buy a collaps- 
ing bank. Lam Thong has 
already been recapitalised by 
a Hong Rong-based hedge 
fond and a Kuwaiti sheikh. 

Ted Bardacke 


Peregrine 

receives 

rumours 

apology 

By Louise Lucas 
fai Hong Kong 

Peregrine -has received a 
writ t en apology from a 
London-based Investment 
bank, which has admitted 
that one of its traders 
spread false rumours about 
the pan-Asian merchant 
banking group's financial 
status. 

The London-based bank 
also said it was considering 
disciplinary action against 
the New York-based trader, 
who told clients at an 
investment conference that 
P er e grin e had lost substan- 
tial emit during iho recent 
volatility in Asian markets. 

False speculation, perpe- 
trated in New York and 
Asia, suggested that the 
group had lost as much as 
USSlbn and that Philip 
Tose, chairman, was leav- 
ing. Peregrine has admitted 
to losses in October, when it 
lifted provisions on the 
fixe d inco me side by 
HK$27L25m (USS35m). 

These rumours, which 
were given credibility by the 
turmoil in south-east Aslan 
markets, prompted Pere- 
grine to release a second 
interim statement of the 
group’s results far the 10 
months to October 31. They 
also triggered a sharp 
decline in the Hong Kong- 
listed Peregrine’s share 
price. 

The apology comes in the 
same week as one of Hong 
Kong’s retail - Inter- 

national Rank of Ada — liaa 
been the target of rumours. 
Talk that DBA, Hong Kong’s 
17th biggest bank, was In 
financial difficulties 
prompted a ran on the bank 
on Monday and Tuesday, 
with anxious depositors 
withdrawing some 
HK$1.5bn. Donald Tsang, 
Hang Kong's financial secre- 
tary, said this was “the 
direct resuit of a number of 
wholly unfounded and mati- 
dons rumours". 

Rumours have always 
been commonplace in Hong 
Kong, bat the current envi- 
ronment of tumbling mar- 
kets and fragile confidence 
has created a more fertile 
breeding ground than nsnaL 

Stephen Vickers, manag- 
ing director of Kroll Asso- 
ciates (Asia) - a risk man- 
agement firm that has been 
retained by several Hong 
Kong clients to weed out 
ramourmongers - said this 
“uniquely tribal” aspect of 
the terr ito ry had intensified 
recently. 

“There is a lot of mali- 
cious stuff,” he said. “There 
are people shorting stock fin 
advance of spreading 
rumours]; if s a feet There 
are scores being settled.” 



Price cuts take 
toll on KDD 
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■ THAILAND 


Profits tumble at IFCT . 

The Industrial Finance Corporation of Thailand, a quasi 
statoowned development bank, said yesterday its third- 
quarter profits fell 96 per cent year-on-year to Bt36.7m 
($950.000m). Nine-month profits were down 27 per cant to 
Btl.67bn. The sharp fell surprised analysts and confirmed 
the growing belief that the bad-debt problem at Thai 
financial institutions is larger than expected. IFCT has a 
conservative provisioning policy and often leads the way 
honing bad-debt problems early, brokers said. 

Ted Bardacke, Bangkok 


NEW ZEALAND 


Brierley Investments upbeat 

Brieriey Investments' Australian and New Zealand invest- 
ments would perform well this year and achieve record 
onmtngR from its majority stake in Thistle Hotels in the 
UK, which is expected to report record profits. Bob Mat- 
thew, chairman, told yesterday’s annual meeting. 

Mr Matthew said the company’s investment in Austra- 
lian retailer Vox would be the only disappointment He 
said that in 1995 the company had set itself the ambitious 
target of increasing its underlying asset value by NZ$2bn 
(USSL25bn) over the three years. In the past two years 
NZ$l.l7bn has been added, with NZ$482m paid out in cash 
dividends. BIL’s total shar eholder return aver the period 
was 50 per cent 

“While the value adding represents good progress, it 
does leave a substantial challenge of improving the 
group's underlying value by a further NZ$800m in the cur- 
rent year if the NZ$2bn target is to be met. Obviously the 
state of share markets generally will dictate the group’s 
value adding outcomes this year, and the flow on effects 
of the recent south-east Asian currency adjustments and 
resultant lower economic growth will do us no favours,” 
Mr Matthew said. Terry Hall Wellington 

TELECOMS 


NZ operator ahead 10.5% 

Telecom New Zealand lifted earnings 10.5 per cent to 
NZ$39K8m (US$249m) for the six months to September 30. 
helped by a strengt h e nin g economy, demand for new ser- 
vices and renewed cost cutting. Earnings rose 14.7 per 
cent to NZ$2l0.8m in the three months to September, a 
better result than forecast by most analysts. Peter Shirt- 
cliffe, chairman, said Telecom NZ was benefiting from the 
gradual improvement in the economy, which was leading 
to strong growth in corporate and business mar kets 

Roderick Deane, chief executive, said revenues had 
grown fester than costs during the second quarter and the 
improvement in earnings was underpinned by volume 
growth in the company’s core business. Telecom had 
plenty of opportunities for growth, helped by technologi- 
cal advances being trialled by the company as well as 
d emand for the tnteraet and the popularity of new tele- 
phone ba nkin g systems. Cellular connections grew 21.8 
perce nt in the quarter. Mr Deane said Telecom expected 
competition to remain intense, with the prospect of fur- 
ther new entrants. 

N et cash flows from operating activities rose NZ$76 .6m 
to NZ$77 bm, while capital expenditure was down 14.9 per 
cent to NZ$255 ,3m. Operating revenues grew by 10.5 per 
cent to NZ&U665.7m. Earnings per share were 22 cents 
against 19.1 cents. The company win pay a quarterly divi- 
dend of NZ10.5 cents a share, representing 88.7 per cent of 
total earnings. Terry Hall 
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investment professionalism 
and excellence. 


Ova* 24,000 investment professionals from 63 countries have earned the CFA* designation — 
Chartered Financiaf Analyst And that speaks volumes in any language. It says that the 
standards represented by the CFA charter are a constant ta an era-changing wodd of 
international investments. That the designation’s stringent Code of Ethics and advanced 
curriculum provide chartehokiers with the competitive edge so vital to their success. 

A universal symbol for high professional standards and principles, the CFA charta- is sponsored by the 
Association for Investment Management and Research. AIMR also offers other professional development 
programs designed to' achieve higher standards for CFA charterholders, theft employers and their clients. 
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Yeba ahead 
11% after 
nine months 


Tabacalera knocked into 



By Ralph Atkins 

In Bonn 

Veba. the diversified 
Dfisseldorf-based 
conglomerate which listed 
on the New York Stock 
Exchange laBt month, 
yesterday reported an 
acceleration in its gamings 
at the nine-month stage. 
Pre-tax income rose IL2 per 
cent to DM2.7Bhn {$L62hn>. 

The company predicted 
full-year results should 

mati-h the tiinp - mnnfhg wm . 

ings growth. 

However, the latest results 
- which were broadly in Hna 
with market expectations - 
disguised widely varying for- 
tunes at the group’s different 
activities, which range from 
electricity to a loss-making 
nascent telecommunications 
business. 

Divisional results were not 
disclosed, but Veba said 
earnings for the period in 
chemicals were “markedly 
below” a year ago, largely 
because of weakness in sales 
of silicon wafers, used in the 
semiconductor industry. 
Basic chemicals also 
suffered. 

As part of efforts to ensure 
leading positions in world 
markets for Its chemicals 
activities, Veba spent 
DM2.9bn in May to acquire a 

36.4 per cent stake in 
Degussa, the International 
chemicals group. 

But trading, transport and 
service businesses saw 
“appreciable” improvements 
in the first nine months, par- 
ticularly in chemicals distri- 


bution, transportation and 

property activities. 

The oil division also saw a 
significant earnings 
increase, helped by refining, 
marketing and petrochemi- 
cal activities. 

Analysts say Veba is 
looking increasingly at 
acquisitions for growth. 
Northern and eastern 
Europe have been identified 
as areas of expansion for its 
electricity industry. In chem- 
icals, the focus is on the US 
and Asia but Veba hopes to 
develop trade, transport and 
services globally. 

Veba Is also still in 
with a possible US partner to 
take a 22L5 per cent stake In 
o.teLo. the telecommunica- 
tions venture it has set up 
with RWE, the Essen-based 
industrial group, in anticipa- 
tion of liberalisation of the 
German telecoms market in 
January. A deal is expected 
before the of the year. 

Sales in the first nine 
mnntiiK were up 9.8 per cent 
at DM60.7bn. Oil sales, 
which benefited from a 
' strong dollar and price 
movements, were up 15 per 
cent after wrinrttng Stinnes 
Interoil. the trading busi- 
ness, which was added to the 
division from January 1. 
Sales in chemicals were up 
72 per cent. 

Electricity sales an a com- 
parable basis were a fraction 
lower than the same period 
last year, when Veba bene- 
fited from exceptionally cold 
weather. 

Overall net income was up 

13.5 per cent at DMl.Sbn. 


Spanish 
tobacco 
group in 
17% rise 

By Tom Bums in Madrid 

Tabacalera, the Spanish 
tobacco producer and dis- 
tributor which is due to be 
privatised early next year, 
lifted net group profit after 
minorities at the nine- 
month stage by 17.3 per cent 
to Pial2.2bn (583.8m). 

The improvement was 
attributed to higher sales of 
cigarettes and cigars, up 

11.5 per cent and 12.8 per 
cent respectively, as well as 
to improved operating costs 
and lowered financial 
charges. 

The nine months were 
marked by an aggressive 
acquisition strategy that has 
focused the group ahead of 
privatisation on its core 
to bacco production business 
and strengthened its distri- 
bution division. 

The sale of the state’s 52 
per cent stake in Tabacalera 
will be aimed chiefly at 
small domestic savers. 

The group’s cigar division, 
Tabacalera Cigar Interna- 
tiona] emerged as global 
leader in September after 
purchases of cigar manufac- 
turers and distributors. 

Tabacalera expects sub- 
stantially increased earn- 
ings from the division, 
which now controls lOA per 
emit of the world cigar mar- 
ket, and forecasts exports 
could rise rapidly over the 
next four years to represent 
30 per cent of total sales. 

Analysts believe there Is 
room for greater profit 
growth for Tabacalera 
through increases in the 
price of cigarettes. 


F ocusing on share- 
holder value comes 
naturally for Cesireo 
Alierta - he was running his 
own stockbroking firm when 
the government appointed 
h fcp chairman of the partly- 
privatised Tabacalera group 
in June 1996. So does identi- 
fying the growth potential of 
a particular stock. 

Such skills are useful 
because Mr Alierta’s brief is 
to knock Spain’s tobacco 
producer and distributor 
into shape for its full privati- 
sation in the first half of 
next year. He finds the task 
nhflTip'pg in g , but not daunt- 
ing. “Working in the real 
economy is simpler than in 
the finance sector; there are 
a lot less variables." 

The state is due to sell its 
52 per cent stake in an issue 
worth some Ptal73bn 
(.Si.lSbn) at current prices, 
and Mr Aherta has reasons 
to feel optimistic. Tabacal er- 
a's shares have outper- 
formed the Madrid market 
rising above PtalO.000 from 
Pta5.100 at the start of the 
year. 

Mr Alierta has enhanced 
Tabacalera's core strengths, 
gro w n mar gins and put its 
international strategy on a 
Sound footing. He now rel- 
ishes the sal e of the state’s 
stake: *Tve been in the mar- 
kets all my life and already 
I’ve got the story I want to 
tell investors." 

The highlights of Tabacal- 
era ‘s tale include the pur- 
chase of assets linked to its 
dual role as producer and 
distributor, a bold increase 
in cigarette prices and an 
alliance with Seita, the 
French tobacco group, that 
will enable the two compa- 
nies to join forces in interna- 
tional acquisitions. 

Mr Alierta says there is a 
“compelling logic" to the 
Seita alliance, which was 


unveiled last month. The 
potential of such a partner- 
ship emerged last year when 
Tabacalera and Seita bid sep- 
arately in the privatisation 
of Tabaqueira, the Portu- 
guese tobacco company, and 
were both beaten by a third 
bid entered by Philip Morris. 

The cornerstone of the 
Seita alliance is the similar 
size and product range of the 
two companies, and its gov- 
erning principle is to study 
jointly future privatisation 
opportunities '- Tabacalera 
is eyeing Bulgaria. Morocco 
and Romania - and interna- 
tional marketing strategies. 

Mr Alierta views the 
arrangement as a way to lift 
Tabacalera’s exports over 
the next three to four years 
from about 4 per cent of 
domestic sales now to as 
much as 30 per cent Exports 


will offset slowing growth in 
a mature Spanish market, 
where year-on-year sales 
have recently dropped by 
more than 3 per cent and are 
forecast to faD by a further 

1.5 per cent this year. 

E xport sales will deter- 
mine the pace of an 
ongoing restructuring 
at Tabacalera that, if fully 
implemented, would bring 
considerable cost reductions. 
Tabacalera has in recent 
years concentrated its manu- 
facturing in seven of its 14 
production sites. Analysts 
say it should close the other 
seven and shed some 20 per 
cent of its 6.600 workforce. 

Despite lower domestic 
sales. Tabacalera can expect 
to extract considerably more 
income from Spain, where 
smoking is cheap and 


Soma OaUBkaon/ICV, company 

tobacco price increases no 
longer require government 
authorisation. EU average 
prices are 151 per cent more 
than the selling price of 
Spain's leading dark tobacco 
brand and 80 per cent higher 
than that of the leading 
domestic Virginia brand. 

EU price convergence rep- 
resents clear earnings poten- 
tial for Tabacalera. Average 
cigarette selling prices in 
Spain have risen 17 per cent 
this year and are likely to 
increase 8 per cent next 
year. A recent report on the 
tobacco company by San- 
tander Investment, the Span- 
ish merchant bank, forecasts 
price rises of at least 0.5 per 
centage points above infla- 
tion from 1999 onwards. 

The third leg of the Taba- 
calera story is an acquisition 
drive this year that added 
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shape 

four cigar companies - in 
the US. Honduras and Nica- 
ragua - and strengthened 
distribution and retailing 
with the purchases of con- 
trolling stakes in Midesa. a 
supplier to newspaper kiosks 
in Spain and Portugal, and 
In Aldeasa. the dominant 
operator of commercial areas 
in Spanish airports. 

The cigar purchases, 
which totalled $36 7m. turned 
Tabacalera Cigar Interna- 
tional, a 90 per cent-owned 
subsidiary, into the second- 
largest cigar manufacturer 
and distributor in the US. Mr 
Alierta believes the cigar 
division will “grow signifi- 
cantly” and will represent 
close to a third of group 
earnings in tbe mid-term. 

The acquisitions of a 24.9 
per cent stake in Midesa. 
which services 27.000 selling 
points in Spain and 6.000 in 
Portugal, and or 30 per cent 
in tbe recently privatised 
Aldeasa business has given 
added muscle to Tabacaler- 
a's distribution arm. 

Distribution is the only 
outside activity that Mr 
Alierta is interested in. He 
believes that with the addi- 
tion of Midesa and Aldeasa. 
the group is well positioned 
to transport small consumer 
goods. 

“Everybody in Spain 
thinks they know about 
Tabacalera." says Mr 
Alierta. “and it's up to me to 
tell them what they don’t 
know." Rehearsing his priva- 
tisation pitch, he stabs with 
a cigar lo make his points: 
“We are a profitable com- 
pany. we are the number one 
cigar producer in the world, 
the number one distributor 
in Spain and more and more 
of w'hat we earn is going to 
come from abroad." 

Tom Burns 
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Anglo American comes 
out against Goldco plan 


By Kannath Gooding, 
Mining Correspondent 


Anglo American Corporation 
yesterday opposed the cre- 
ation of Goldco, a- company: 
planned by rivals Gencor 
and Gold Fields of South 
Africa that would challenge 
Anglo’s position as the 
world's biggest gold pro- 
ducer. 

At a special meeting of 
Driefontein Consolidated, 
Anglo voted against a reso- 
lution that would have 
allowed Driefontein to be 
used for the formation ‘of 
Goldco - which will involve 
a merger of Gold Fields, the 
world’s third biggest gold 
group, and tbe gold mining 
interests of Gencor. 

Holders of 69.67 per cent of 
the Driefontein shares voted 
in favour, but the proposal 
needed 75 per cent approval 
Anglo holds 15.Z per cent. 

Nevertheless, Brian Gil- 
bertson, Gencor chairman 
and chairman designate of 
Goldco. insisted tbe merger 
would go ahead. “Of this I 
am absolutely sure. The ben- 
efits to shareholders are too 
great. The Goldco transac- 
tion will create South 
Africa’s finest gold mining 
company, able to compete 
with the best in the world in 
today's demanding gold 
environment" be said. 

Yesterday's defeat was 
“just the first salvo in a pro- 



Brian Gilbertson: insists merger will go ahead Lya>«n. 


cess that will endure for 
another couple of months," 
he added. 

Anglo complained that 
shareholders needed full 
details of the merger before 
voting could take place. It 
had asked for a postpone- 
ment of yesterday’s meeting 
and. when this was denied, it 
voted its stake against the 
resolution. 

“We believe it Is essential 
for shareholders to be 
advised of all the pertinent 
details of the transaction - 
the- whole entirety of the 
transaction — so that we can 
make a proper evaluation." 
it said. 

Anglo would not comment 
on how it would vote at a 
meeting on Monday of Bea- 
trix. another mine that 
mig ht be used as the Goldco 
vehicle, but said the fact it 


bad not been made clear 
which mine would be used 
added to the uncertainty. 
Anglo does not have a sub- 
stantial stake in Beatrix. 

Analysts suggested Anglo 
could not prevent the 
merger going ahead and that 
its opposition was not a sig- 
nificant problem for Goldco. 

Tbe merged company 
would produce about 197 
tonnes of gold a year, com- 
pared with Anglo’s 226 
tonnes, and would be capital- 
ised on tbe Johannesburg 
stock exchange at about 
R17bn ($3.52bn). 

Driefontein shares closed 
150 cents down at R28£0 last 
night after brisk trade. 
Against the downward trend 
of gold stocks. Beatrix 
shares held steady at R23 as 
hopes grew that it would be 
the Goldco vehicle. 


Erste Bank embarks 
on Sch7bn share issue 


By William HaH 
in Zurich 


Erste Bank, Austria’s second 
biggest, yesterday defied the 
recent turbulence in world 
financial markets and 
launched what it hopes will 
be Austria's biggest sha re 
issue with a Sch7bn ($577m) 
initial public offering of 
more than one-quarter of its 
equity. 

Austria's stock market has 

fallen by 16 per cent since 
Erste Bank's old preference 

shores were suspended at 
Sch680 in early October. The 
hank, which has unified Its 
share structure into a single 
ordinary share as part of the 
flotation exercise, has set a 
price range of between 
Sch590 and SchSBO. 

On this basis, the global 
offering is valued at between 
Schfi.Sbn and ScbT^bn and 
values the company at up to 
Sch29-3bn. The biggest Aus- 
trian share issue to date was 
tbe Sch6.9bu issue of VA 
Tfich in 1995. 

Hie Austrian government 
last month sold nearly half 
its shares In Austria Tabak 
in a SchJJJbn IPO which was 
heavily oversubscribed. 


However, the Erste Bank 
issue could prove more chal- 
lenging, since it has been 
priced at a premium to Bank 
Austria, its bigger rival. 

Rank Austria's ordinary 
shares, which trade at a pre- 
mium of almost 20 per cent 
to its preference shares, are 
selling on estimated 10 times 
1999 earnings, compared 
with a multiple of between 
11 and 12 for Erste Bank. 

Analysts involved with the 
issue believe that Erste 
Bank deserves a higher mul- 
tiple. because of its better 
management and business 
mix, and its potentially 
higher long-term return on 
equity. It also has a simpler 
capital structure and is 
expected to yield more than 
3 per cent, higher than the 
Austrian average. 

Erste Bank, which was 
Austria’s fourth biggest 
hank, bought control of Giro- 
credit, the third biggest, ear- 
lier this year. 

Erste is the parent of Aus- 
tria's oldest savings bank 
and has assets of SchTOSbn, 
377 branches in Austria, and 
a staff of 8,000. It estimates 
that its operating profits 
before taxes and value 


adjustments fell 11 per cent 
to Scb4.lbn in the year end- 
ing December 1997. 

The global offering of 
ljLSm shares and a 3m share 
rights issue is designed to 
pay for the acquisition of 
Girocredit and strengthen 
tbe group’s balance sheet 

Its goal is to become a 
leading central European 
bank, and increase its return 
on equity from less than 8 
per cent lo at least 12 per 
cent by the year 2.000. The 
new management team, led 
by Andreas Treichl, 45, a for- 
mer Chase Manhattan 
banker, has been highly 
incentivised and tbe target 
for the management bonus 
scheme will rise from 12 per 
cent to 16 per cent after tbe 
year 2.000. 

Erste intends to pay a divi- 
dend of Schl6 a share and 
expects the free float of its 
shares will rise from 8 per 
cent to more than 30 per 
cent. 

UBS and Erste Bank are 
joint global coordinators 
and joint bookrunners for 
the global offering, which 
will be priced on December 
2. Trading starts on Decem- 
ber 4. 


This announcement appears as a matter of record only 


Bank r; \usiria 


is pleased to announce that its holdings in 
Creditanstalt AktiengeseUschaft have 
increased to 


94 . 7 % 


of the capital 


through the 3:4 exchange offer 
to Creditanstalt shareholders. 


Bank Austria now holds 98.16 % of the outstanding voting ordinary shares and 86.61 % 
of the non-voting preferred shares of Creditanstalt Aktiengesellschaft. 


The management of Bank Austria Aktiengesellschaft would like to take this oppor- 
tunity to thank Creditanstalt shareholders for the confidence they have shown in the 
new Bank Austria Group by exchanging their shares in such significant numbers. 
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Volvo may delay expansion in Asia 



By Greg Mdvor 
in Stockholm 

Volvo, the Swedish automotive 
group, may defer investments in its 
car operations in several leading 
south-east Asian markets for up to 
four years because of economic tur- 
bulence in the region. 

The company had pl ann ed to 
expand production in Asia-Pacific 
to prepare for the start of regional 
exports, but it believes this strat- 
egy could now take longer than 
anticipated to implement. 


Volvo said it judged that the 
economies of Thailand, Malaysia, 
Indonesia and the Philippines 
could take four years to recover 
from their current instability. Dur- 
ing this period, investments by 
Volvo could be put on hold, it said. 

Volvo's car sales in the four 
countries have dropped by about 30 
per cent so far this year. The com- 
pany sold 7,850 cars in the coun- 
tries last year - equivalent to 2 per 
cent of its total car sales. 

At present, the Gothenburg- 
based group has plants in each of 


the four, exclusively serving 
domestic markets. It had planned 
to boost production at these sites 
to commence exports to other 
countries inside the region. 

Ingmar Hesslefors, spokesman 
for Volvo's car division, stressed no 
decisions had been cancelled and 
Volvo' retained faith in south-east 
Asia’s long-term potential. 

Nevertheless, sharply lower 
regional demand has forced pro- 
duction cuts and a downgrading of 
Volvo's sales expectations in the 
short to medium term. 


Sliding demand has already 
prompted it to halt production in 
Thailand, its biggest regional mar- 
ket Output was suspended there 
eight weeks ago and is expected to 
last another two to four weeks. 

Output has been cut at its Malay- 
sian and Philippines plants, 
although Volvo will press ahead 
with, plans to start assembly of its 
S40/V40 mid-sized model in Malay- 
sia early next year. 

This will be the first time that 
S40/V40 production has shifted out- 
side the Netherlands, where the 


car is built in a joint venture with 
Mitsubishi of Japan. 

However, Volvo said it had no 
plans to alter investment or pro- 
duction schedules for its truck di vi- 
sion, in spite of lower deliveries. It 
is wmti Tilling 1 with plans to start 
truck production in Indonesia. 

Volvo's truck sales to the region 
slumped by 42 per cent in the first 
ntna mouths of this year, but order 
jntairp rose 2 pm 1 cent Demand for 
trucks was less dependent on con- 
sumer spending levels than 
demand fen - cars, it said. 


Oil and gas arm lifts BASF 


By Graham Bovriey 
in Frankfurt 

BASF. the German 
chemicals and pharmaceuti- 
cals group, yesterday 
reported an acceleration of 
growth as pre-tax profits 
rose 12.4 per cent to DM3J9bn 
($2.2bn) in the first nine 

months of 1997. 

Robust expansion of its 
chemicals and oil and gas 
businesses offset weakness 
in drugs, where the group 
made almost no profit as a 
result of one-off product 
launch costs and settlement 
charges. 

Announcing a 14.8 per 
cent rise In sales to 
DM41.5bn, JUrgen Strube, 
chairman, said turnover 


would be well over DMSObn 
by the end of the year, 
helped by International 
growth but also by a pick-up 
in Germany which he said 
could now be detected. 

Mr Strube shrugged off 
turmoil In Asian markets, 
where BASF has expanded 
aggressively, and said the 
company would sell a large 
part of its stake in Kali und 
Salz. the German potash and 
salt-mine operator. 

"[The Asian turmoil] will 
mean a re-evaluation of 
growth rates in the short- 
run in Asia, but in the 
future we are of the opinion 
that we can take a relaxed 
approach here. Growth rates 
will increase once adjust- 
ments have been coped 


with,” said Mr Strube. 

The group’s oil and gas 
business saw the strongest 
growth, with sales increas- 
ing 26.9 per cent in the first 
nine months to DM4 .4bn. 
The group’s health and 
nutrition activities were 
boosted by strong gains in 
its crop protection business. 

However pharmaceuticals 
made almost no profit as the 
division was hit by start-up 
costs for drugs, and costs in 
the US after a BASF unit 
agreed to settle allegations 
that it suppressed research 
about its prescription thy- 
roid drug. “The special fac- 
tors that made 1997 negative 
for pharmaceuticals will not 
continue In 1998," Mr Strube 
said. 


Sales of chemicals 
increased 1&9 per cent In the 
first nin e months to 
DM&4bn. 

Martin Wirth, analyst at 
Bank Julius Baer in Frank- 
furt, said: “The company is 
In pretty good shape. The 
results are slightly better 
than expected." 

BASF was blocked earlier 
this year In its attempt to 
sell its stake in und 
to the Potash C o rporation of 
Saskatchewan. Mr Strube 
said BASF would probably 
keep a 25-35 per cent stake in 
the company. “Negotiations 
are going on. We want to sen 
as many shares as the mar- 
ket can take but we are pre- 
pared to have a reasonable 
share." he said. 
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Aegon advances 36% 


By Gordon Cramb 
in Amsterdam 

Aegon, the Dutch-based 
insurance company, is on 
course for at least F12.13bn 
($1.1 bn) in net profits this 
year, after it said yesterday 
it expected an increase “in 
line with the nine month fig- 
ures" which gained 36 per 
cent 

Organic growth accounted 
for most of the rise, but 
there was an initial contribu- 
tion from the insurance 
operations of Providian of 
the US. acquired from mid- 
June. 

Earnings for the period 
from January to September 
were F11.5bn. approaching 
the FI i.57bn earned for all of 


1996. Premium income rose 
23 per cent from the same 
period a year earlier to 
FI I5.35bn and investment 
income at FI 6.4bn was 
ahead 32 per cent 

Of the Providian acquisi- 
tion, Aegon said: “Its contri- 
bution to the growth of the 
group’s warning s per share is 
well in line with our earlier 
expressed expectation of 
more than 5 per cent on an 
annual basis, anri is farther 
enhanced by the positive 
effect of a higher value of 
the US dollar relative to the 
Dutch guilder." 

Earnings per share rose 
from FI 4.17 to FI 5.44, a 30 
per cent growth rate which 
if matched, as expected, for 
all of 1997 would bring the 


full-year outcome to FI 7.71 
per share. 

Aegon had issued new 
shares in the Providian deal 
accounting for nearly 8 per 
cent of its expanded equity. 
Yesterday it announced a 
two-for-one stock split to 
take effect next May. 

The company said earn- 
ings would have been FI 49m 
higher but for a cap it put on 
the release into income of 
indirect returns on its 
investments. 

The decision to limi t such 
transfers to 7 per cent of its 
investment portfolio was 
described as a “measure of 
prudence in an exceptionally 
buoyant market climate” 
prevailing earlier in the 
year: 


Publicis expands in Asia 


By Andrew Jack 
in Paris 

Publicis. the quoted French 
advertising agency, yester- 
day expanded its interna- 
tional network in Asia by 
acquiring a majority share 
in Inovasi, of Indonesia, and 
launching its own office in 
South Korea. 

The latest deals follow a 
concerted international 
expansion by Publicis In the 
past few months since it set- 
tled a dispute with True 
North, its former US-based 
partner. In February. 

Publicis has this year 
expanded through acquisi- 
tion in countries jncHuHng 
Australia, New Zealand, 
South Africa and Israel. — 


It has also boosted its 
presence outside Europe 
with purchases In Canada, 
Mexico, Brazil, Singapore 
and the Philippines. 

The company recently 
strengthened its presence In 
the UK with Kelly Weedon 
Shute, and by buying the 
SMI Group, an agency 
which specialises in new 
technology and which uses 
techniques including the 
internet. 

In fine with its usual prac- 
tice, Publicis purchased a 
tittle over 50 per cent of Ino- 
vasi, to gain control. 

It refused to specify how 
much it had paid for the 
acquisition. 

However, it said that Ino- 
vasi, founded in 1993, was 


among the top 20 agencies 
in Indonesia, with a staff of 
25 and $6.7m in billings in 
1996. 

Its clients include Aristou, 
Kelvins tor and Mr P pea- 
nuts. It will be re-named 
Publicis IhovasL 

In Seoul, the agency has 
hired the former head of the 
international department of 
a Korean advertising agency 
to lead its office. 

It has already developed 
several clients, including 
L’OrfeL 

Some 60 per cent of Pnbli- 
ds' sales are c u rrently gen- 
erated ontsfde France. 

It has a direct presence in 
91 cities. 48 countries and 
has more than 7,000 employ- 
ees around the world. 
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Sweden to sell 
shares in bank 

SKrSOta <*10.6bnl merge r with Men a. ™ ^ ^ NonJban . 

lender. Tins win see the 

km MJ from 58.4 per cent to46percent. ^ moMh ^ 

following volatility in 
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■ SPANISH INSURANCE 

Mapfre ahead 4.8% 

Carporadfin Mapfre, the listed holg n g w mg°y^ 
Spnta-s M«.fre insurant* sram.^^ 


a 4.8 
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direct insurance outside Spam rose mere than 90 Patent 
to Ptal38.45tm. This compared with 
per cent in its Spanish direct insurance busme^to 
Pta3.18.44bn. Overall premiums were up 33 per cent to 

P bfapS b ^da , the quoted life assmancesubsi^y^ 
reported a 22 per cent rise in pre-tax profit to pta^96on^ 
the Mapfre Re reinsurance arm, which is also scheduled 
for a public share offering, increased earnings by 9.5 per 
cent to Pta3-9Sbn. Corporaddn Mapfre, which is set to 
carry out a two-for-one share split, changing the nomurnl 
value from PtaSOO to Pta2S0, is 52 per cent controlled by 
Mapfre Mutnalidad, a member-ownedmotortesurance 

specialist Damd Whtte ‘ MaiMd 

U NORWAY 


Aker RGI overcomes setback 

Alt or RGL the Norwegian industrial holding company, 
yesterday reported a 7.2 per cent rise in nine-month prof- 
its, in spite of losses at Norway Seafoods, the fishing and 
fish processing company. Group pre-tax profits rose from 
NKr537m to NKr576m ($8Ugm) on sales up from 
NKxT4.4bn to NKrl7.6bn. - — 

Norway Seafoods, in which Aker RGI holds a 60.7 per 
cent stake, slid to a NKr2Q2m loss, compared with a 
NKr76m profit last time. Aker RGL controlled by Kjell 
Tri pp Rokka, the entrepreneur, blamed the fall on a 
MKr240m restructuring charge and increased raw mate- 
rial prices. Turnover at Norway Seafoods rose from 
NKr&56hn to NKr335bn. 

Aker Maritime, the offshore engineering company in 
which Aker RGI holds a 74_8 per cent stake, saw pre-tax 
profits slip from NKr282m to NKrl99m. It blamed a 
NKri20m provision against losses on the Njord oil plat- 
form project, but said underlying earnings had improved. 

Pretax profits at Scancem, the cement group which is 
Aker RGTs third big holding, rose from' NKr9S7m to 
NErLSbn. Aker RGFs most-traded A shares rose NKr4 to 
NBj121. Greg Mdvor. Stockholm 


CONTRACTS & TENDERS 


Polish Power Grid Company 

2 Mysia Street, 00-496 Warszawa 
POLAND 

INVITATION TO SUBMIT OFFERS 

DATE: 14 November 1997 

1. The Polish Power Grid Company i PSE SA>. 2 Mysia Sued. 00496 Warsaw, hereby announces a rwo-stage 
internal krnoj lender Tor (he purchase, within the framework of kmg-ienn agreements, of; 

• peak power from new sources; 

■ incremenis in peak power front tbc e as ti ng sources; 

• imported peak power; 

• possibility of controlling the requirements rf peak power consamers. 

The first stage is arranged os on unlimited lender, with the second stage to be arranged as a limited tender. 

2. The purpose of the tender is the purchase of approximately 800 MW of peak power after the year 2002 to be 
supplied to the high voltage 220-240 kV transmission system from new sources or from imports of unit 
contracted power in amounts per contract of no less than 30 MW. The purchase of power increments from 
the existing sources or the purchase of the possibility to control the requirements of peak power consumers 
will be effected starting from the year 2000. with tbc unit contracted power being no less than 30 MW per 
contracL 

3. Potential Tenderers arc invited to send a written request for tbc 1st stage tender documentation along with a 
confirmation of payment of PLN 5.000. by registered mail to the following address; 

Bolskic Stcci Elcknocnetgctycznc SA 
Zaraqdzanie Obrotem Eocrpa.Elcktryczna, 

(Elccxriciiy Trading Management Department] 
ul. Mysia 2. 00496 Warszawa, POLAND 

The tee for the lender documenloiion of PLN 5.000 is nan-refundable. The fee should be paid to the PSESA 
account with: 

cm - bank ipolandjsjv. 

12 Scnaioraka Street 
00-082 Warsaw 

account No. 1X200001-300047-003 

with a note on the payment confirmation; “Peak power". 

4. The 1st stage tender documentation will be sent on 5 January 1998 to those tenderers who deliver a written 
request by 20 December 1997 and make the payment. 

3. The 1st stage offer*, which satisfy the prerequisites end the specifications presented in the 1st stage tender 
documentation, must be received, in scaled envelopes, at the PSE SA headquarters. 2 Mysia Street. 

Electricity Trading Management Dep a rtmen t (Zarz^Jzanie Obrotem Eocigk^EIe fc trycznaj. Room 213. no 
later than by 23 March 1998. 12.00 local time. Any offers received after bat deadline will not be eonskteted. 

6. Offers must be prepared in the Polish language. 

7. On 30 April 1998. PSE SA will send notices to tenderers informing whether their offers have best qualified 
to the 2 nd stage of the tender or whether they have been re j e c t e d. 

X. The 2nd stage tender documentation, including, among other things, the terms of reference with reaped to 
the peak power purchase agreement will be sent to the tenderers who qualify to the 2nd stage of the tender 
and who by 29 May IQ9S. pay a oori-refuodaWc fee of PLN 30,000 for the 2nd stage documentation and 
deposit a vadium of PLN 300.000. within two weeks of receipt of payment. 

9. Negotiations will be conducted with the t e m l enai i who are qualified to the 2nd stage of the lender for the 
purpose of selecting the roost attractive offers economically. 

10. PSE SA reserves the right to select offers at its discretion, as well as (be right to withdraw from conducting 
the tender and to reject all offers at any time, without giving any reasons for so doing. 

11. Information concerning the organisation of the reader is available be Contracts Preparation Section tWydziah 
Przy goto wane Kootnktdw), Electricity Trading Management Department, PSE SA. 2 Mysia Street. 00496 
Warsaw, from Mr. Jerzy Mfcszczak. phone: (48 22] 693 15 88. Fax <48 22) 693 24 79. 


Government of the Republic of Lithuania 

INVITATION FOR EXPRESSIONS OF INTEREST 
ON THE FORM OF NON-BINDING OFFERS) 

FOR THE PRIVATISATION OF 

JSC WESTERN SHIPREPAIR YARD, KLAIPEDA, LITHUANIA 

Within the framework of the privatisation programme of the Republic of Lit h ua ni a, the 
Government of Lithuania announces today that it intends to sell it's entire share-holding 
(92.8%) in JSC WESTERN Ship repair Yard, together with associate companies, JSC 
Bailee has (92.9%), and JSC Electroremontas (96.6%) as one unit (hereafter known as 
The Enterprise). 

THE ENTERPRISE 

JSC WESTERN SHIPREPAIR YARD is within the territory of the ice-free Klaipeda sea 
port The operation covers an area of approximately 477 .489 sq. m. (Thrnover - approx. 
S21m). 

JSC BALTECHAS repairs and manufactures fishing and fish processing equipment. It 
occupies 2.000 sq. m. within the territory of Western Shzprrepair Yard. (Turnover - approx. 
$70,000). 

JSC KLAIPEDOS ELECTROREMONTAS main activities are the repair of electric 
motors and generators for ships, locomotives and industrial engines. It occupies premises of 
5,756 sq. m. (Turnover - approx. $200,000). 

SALE PROCEDURE 

The sale will be effected through an international two-stage auction and according to 
prescribed procedures and timetables. In the ftm stage, interested parties are invited to 
apply to the Government of Lithuania for registration to receive a summary dossier of 
information. The dossier will give basic details about the sale, and will include instructions 
for p re -qualification to bid, along with requesting and executing a confidentiality 
agreement An information pock will then be supplied to qualified applicants together with 
die procedure and timetable to be followed. 

The dossier will be available from 15 November 1997, and a dosing date for indicative 
non-binding offers will be set on 20 December 1997. From those who meet tbe criteria 
deemed acceptable by tbe seller, invitations will be invited for tbe submission of final 
binding offers within the scope of the Law on Privatisation of State-Owned and Municipal 
Property of tbe Government of the Republic of Lithuania. 

Application for registration to receive the dossier should be made to: 

LAIMA ANDRIK3ENE 
Minister of European Affairs 
Republic of IJthuania 

Gedimino pr. 56XT - 2685. Vilnius, Lithuania 
TeL (+370 2) 61 44 39 Fax.- (+370 2) 61 21 78 
(Please mark envelope - “Privatisation of Western Ship Repair Yard") 

financed by tbe European Communities PHARE programme 


INVITATION FOR BEDS 

The Lithuanian Road Administration now invites 
sealed bids from suppliers for the following contracts: 

Lot 1: 5 units of milling machines with trailers. Date 
of delivery to Lithuania - 90 days after the 
date of signing the Contract 

Lot 2: 20 units of salt spreaders mounted on the truck 
MAZ 5551. Date of delivery 120 days after 
tbe dale of signing the Contract. 

Lot 3: 8 unit of trucks (8x4, loading capacity 23-25 
tons) for snow ploughing and salt spreading 
works. Date of delivery 100 days after tbe date 
of signing the ContracL 

| Lot 4: 16 units of motor-graders, ca 15-18 tons. Date 
of delivery 120 days after the d a te of signing 
tbe ContracL 

Lot 5: il units of brushwood choppers mounted on 
tractor NEW HOLLAND Ml 35. Date of 
delivery after the date of signing the Contract 
120 days. 

Tendering of contracts is open to international 
companies. Bidders are permitted to lender for one or 
several Lots. 

Tbnder documentation packages may be obtained at the 
address below upon payment of a non-refundable fee of 
US$250 (excluding bank tax) for each of the Lots via 
an irrevocable bank cheque for the foreign bidders. 

If requested, the documents will be promptly 
despatched by air mail, but no liability can be accepted 
for loss or late delivery. Only parties who purchase the 
tender documentation packages will be considered 
eligible to submit the bids. 

All tenders must be delivered at the address given 
below on or before 11 am local time on December 15. 
1997. when they will be opened in the presence of the 
bidders' representatives who wish to attend. 

Prospective bidders may obtain further information 
from and buy tender documentation packages by 
contacting Mr Juozas Kondrotas, Director of State 
Property and Service Division, Lithuanian Road 
Administration, 36/2 Basanavicius Street, LT-2009 
Vilnius, Lithuania. Tel: +370-2-235849, +370-'>- 
637565, Fax: +370-2-23 1 362. 


BUSINESSES FOR SALE 


Computer Systems 
Distributor 
Controlling interest 
For Sale 
EAST ANGLIA 
Specialist in CDROM systems 
and storage management 
software and hardware. 

Turnover £855K 
GP45% 

NP approx. £1 OK 
Principals only Box No. B5566 
Financial Time* 

One Soothwark Bridge 
London SEI9HL 


ISO 9000 
ELECTRONIC 
SECURITY 
COMPANY 

for disposal in the north 
west Specialise m CCTV 
and access ccrtroL 
Directors retiring. 
£750,000 

Write ta Bax Na.BSS67 
Finondri Times 
One Southwark Bridge 
London SE19HL 


LEGAL 

NOTICES 


ISLE OF WIGHT 
NEWPORT, KYDE 
&VENTNOR 

Chain of Retail Stationers 
plus ancillary trading. 
Town Centre locations. 
T/D about £750k 

FOR SALE AS A GOING 
CONCERN 

DetaflsftanScoidtia'&Go 
01983 822288 


No. 004920 of 1997 
IN THE HKJH COURT OF JUSTICE 
CHANCERY tJJvtStOrt 
COMPANIES COURT 
MR REGISTRAR 

IN THE MATTER OR 
R0ME&ILC 

- aad- 

!N THE MATTER OF THE 
COMPANIES ACT M8S 
NOTICE IS HEREBY GIVEN Out *e 
Onto of die H3j* Com of Jiwricc 
(Chancery DivWonr dated 3th Noreraber 
1997 confldBEf (be redontoi of dn eapml 

of the above-named Company from 

CIIAOjDi: to CJ.TSasm and the 
canceRalaan of die Sftm Pranaum Meaner 
and the Mbnne approved by me Chon 
■bowing wtih nsapccs so the capital of dm 
Campmj dm aennl panksJaa rapmed by 
Che j t mc - nm t iuna d Ag a pe uvao msd Ibr 
Ok RcgMui of Cnmianklfr on (be lOoi 
r 1997 


NOTICE OF AUCTION 

Bankruptcy no. 54971 Sri “IMAC", Bankruptcy Court of Rome. At 12 am on 22.01.98 the Official Receiver 
DotL Maselli is to sell by auction, in a single lot with reduced base price Liu 16,500.000,000, leading Italian 
company, still in business, producer of polimgiass panes and accessories (machinery, commercial activity 
etc.); provisional carrying on of business 30.06,98, with 27 employees; CTU (technical) reports of 19.9.94. 
6.1195. Written offers (according to articles 4 and 5 of the sale procedure) with bank draft made out to Fall 
54971 deposit and expenses 30% of base price by 1pm on the day prior to the hearing, minimum bid Lit! 
150,000,000, the first of which obligatory; total of deposit and expenses to be paid 48 hours after 
adjudication, balance 60 days after adjudication, same payment methods. Information from receiver 
+39/6/35403222, or the company. +39/6/66417145, Messrs. Uizia, Sarra. Official report from the Chancery 
Company visits to be arranged 15 days prior to the auction. 
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COMPANIES AND FINANCE: THE AMERICAS 


Speciality chains turn in better third-quarter performance than general rivals 

from US retailers 



By Nikki Tat In Chicago 


Large US retailers yesterday 
continued to ring up miired 
results for the third Quarter 
to the rad of October, with 
leading groups such as 
Kmart and Woolworth 
reporting disappointing mar- 
gins in the “back to school” 
season. 

By contrast, some special- 
ity chains, such as the Gap, 
fared much better. 

Kmart, the Michigan- 
based general merchandise 
group, said that sales 
increased by 1.4 per cent to 


$7_32bn in the third Quarter, 
although , on, a comparable 
store basis £be comparison 
was a more favouraEle 4,7 
per cent rise. 

However, 'gross margins 

came under pressure, slip- 
ping from 23.3 per cent of 
sales a year ago to 223 per 

cent, as the warm autumn 
weather depressed apparel 
sales volumes. 

Kmart also hiawjed higher 
levels of promotional sales 
and increased distribution 
costs. 

As a result, after-tax prof- 
its were $ifim in the quarter, 


translating into earnings per 
share of 4 cents, compared 
with 2 cents a year ago. 

This brings Smart's prof- 
its for the first nine months 
totsam. * 

Analysts' estimates, how- 
ever, had averaged around 5 
wnt; and Kmart shares fell 
$K to 212% In early trading. 

Woolworth also reported 
“disappointing” Kies for the 
back-to-schaol season, with 
turnover for the third quar- 
ter declining by 12 per cent 
to $1.58bn, compared with 
the same period a year ear- 
ner. 


After-tax profits fell to 
855m ($S9m). 

The retailer said the sales 
decline was partly due to the 
smaller number of stores, 
but even on a comparable 
store basis, sales were down 
7.6 per cent. 

Problems - were most 
marked at Its sports stores, 
which benefited from the 
Atlanta Olympics a year ago. 
Footwear categories gener- 
ally performed more 
strongly, as did non-sports 
speciality stores and the 
retailer’s German 
operations. 


For the first nine months 
of 1997-98, Wool worths made 
a loss of 8125m. Its shares 
feU $ft to $19*i. 

By contrast, the Gap 
reported a 22 per cent 
increase in after-tax profits, 
to 21615m, in the third quar- 
ter, with sales Increasing to 
tl.04bn. compared with 
$837.Bm a year ago. The com- 
pany said that comparable 
store sales rose by 9 per 
cent. 

Earnings per share jumped 
to 62 cents, up from 48 cents 
a year earlier and well above 
analysts expections. 


The third quarter result 
brings the Gap’s profits for 
the first nine months to 
SSI 8.3m, compared with 
8281.7m a year ago, and its 
shares improved by to 
852 

There was also good news 
from Saks Holdings, the 
holding company for the 
Saks Fifth Avenue stores, 
which posted after-tax prof- 
its of 825.3m for the nine- 
month period, compared 
with a loss of nearly $20m a 
year ago. Sales were $L52bn 
against $i.34bn, and the 
shares gained S{£ to 223%. 


TI-Acer 

delays 

Taiwan 

plans 


By Louise Keftoe 
in San Francisco 


Texas Instruments will scale 
back plans to expand its 
joint venture memory chip 
plant in Taiwan, »miH coo- 
tinning sharp declines in 
memory chip prices precipi- 
tated by the declining value 
of the Korean Won. 

The Taiwan operation is 
jointly owned by Acer, the 
leading Taiwanese personal 
computer manufacturer, n- 
Acer’s board bad decided to 
delay a $470m investment fn 
new facilities, the company 
said. 

The move follows a 125 
per cent drop in the average 
price of D-Rams, the most 
widely used type of memory 
chips, over the past six 
months and 20 per cent in 
the past four weeks. 

While D-Ram prices have 
been falling for the past four 
years, the latest drop is 
being blamed on the falling 
value of tbe Korean Won 
against the US dollar. Kor- 
ean companies are among 
the world’s largest produc- 
ers of D-Rams. 

TFb shares were down 
slightly in mid session yes- 
terday, at 894%. after foiling 
$ 12 %, or. 12 per cent, on 
Wednesday on investor fears 

W a pn fftinnTng pin^geln 


D-Ram prices. Shares of 
Micron Technology, another 
US D-Ram manufacturer, 
have also fallen sharply, 
down nearly 40 per cent 
over the past month. 

TI is the latest of several 
US high technology compa- 
nies to feel the effects, of 
Asian currency swings in 
recent weeks because Aslan 
markets typically represent 
a large portion of sales of 
West Coast technology man- 
ufacturers. 

In particular, semiconduc- 
tor production equipment 
manufacturers, such as 
Applied Materials, have 
been hit Asian markets nor- 
mally account for more than 
half its sales and concerns 
about a market slowdown 
have dragged Applied’s 
shares down more than 40 
per cent in the past month. 

Similarly, other capital 
equipment manufacturers 
such as Cisco Systems, the 
leading producer of com- 
puter networking equip- 
ment, are exposed. Last 
week Cisco acknowledged 
that Asia, which had been 
its fostest growing regional 
market, was now its slow- 
est The company attributed 
the slowdown to lower gov- 
ernment spending. 

However, some US tech- 
nology companies with man- 
ufacturing operations in 
Malaysia and other Asian 
countries are now benefiting 
from lower exchange rates, 
which lower their manufac- 
turing costs.' These include 
manufacturers of compo- 
nents for computer disk 
drives, such as Komag. 


Wall St cool on Asia risk to banks 


W all Street remains 
unconvinced that 
the Asian currency 
crisis will have a 
impact on the performance 
of US-based international 
banks. It emerged yesterday 
- despite Chase Manhattan’s 
announcement that it had 
sustained a trading loss of 
about 8160m during the 
month of October. 

Chase is one of several 
large banks with extensive 
operations trading in foreign 
exchange and ftmprprtng - mar- 
kets securities. Other signifi- 
cant players include Citi- 
corp, BankAxnerica, and 
J.P. Morgan. 

According to Keefe, Bruy- 
ette & Woods, a 'Wall Street 
brokerage. which tracks the 
sector, Citicorp has the 
greatest overseas exposure, 
with 60 per cent of its assets 
and 57 per cent of its profits 
coming from outside the US. 

J.P. Morgan, which does 
not have Citicorp’s extensive 
retail exposure, has 51 per 
cent of assets and 53 per cent 
of profits outside the US. 
while Chase is relatively less 
exposed, with 34 per cent of 
both assets and pro fi ts inter- 
nationally. 

Several analysts yesterday 
appeared inclined to regard 
Chase's trading loss as a 
phenomenon purely of last 
month’s extremely volatile 
markets. 

They also regarded the 
issue of banks' trading reve- 
nues separately from tbe 


JP Morgan 
Shore price (5) 

125 • — 



broader and longer-term 
issue of their credit expo- 
sures in foreign countries. 

Robert Albertson, banking 
analyst at Goldman Sachs, 
said there was now a “buy- 
ing opportunity” in the 
money centres, particularly 
Chase. 

Keefe issued a report say- 
ing the impact of tough trad- 
ing conditions in the past 
had been “fairly transitory”. 
It said: “A market- to-market 
discipline, and a risk- 
management process that 
drives position sizes down 
when markets become more 
volatile, mean that tbe 
impact of bad trading is 
quick and without long-term 
consequences.” It repeated 
its “buy” recommendation 
on the company. 

First Call, the Boston- 
based research firm, 
reported that two analysts 


had downgraded their esti- 
mates for the quarter, but 
had made no ehang w to their 
estimates for next year. • 

Tom Hanley, h anking ana- 
lyst at UBS Securities, also 
minimised the impact of the 
loss, which he said was 
equivalent to 19 or 20 cents a 
share. 

He pointed out that Chase 
had managed earnings per 
share of $226 in the third 
quarter, on profits of 
$LQ27bn, and said he would 
not revise his forecast for 
the current quarter. 

Opinions on the Issue are 
divided. Shares in all of the 
US international hanks suf- 
fered over the last month, as 
dealers guarded themselves 
against possible repercus- 
sions of the crisis. 

On Wednesday, Bank- 
America, Chase and 
J.P. Morgan all fell In the 


wake of a downgrading by 
George Salem, an influential 
banking analyst at Gerard 
Klauer Mattison. a Wall 
Street brokerage. 

Mr Salem, normally 
known as a bullish commen- 
tator on the sector, now 
rates only two US banks - 
NationsBank and Norwest - 
as “buys”, in each case 
because they have relatively 
little international exposure. 


M r Salem suggested 
that US investors 
were under-estima- 
ting the impact of the situa- 
tion in south-east Asia. He 
said: “We should view Asia 
as the engine of the growth 
these banks have been 
enjoying for several years, 
and which they've been 
looking forward to as fuel 
for their profits over the 
next few years as well I'm 


suggesting there'll be much 
less frothy capital markets 
and lending in Asia, and 
therefore less profits for tbe 
US banks." 

The issue of trading losses 
is separate from banks' 
credit exposures. 

Mr Salem said he was 
awaiting disclosures from 
the b anks on who their cred- 
itors were, and that it was 
too early to estimate tbe 
impact of the problems in 
south-east Asia. 

Others were confident that 
banks were not seriously 
exposed. 

Mr Albertson of Goldman 
Sachs said: “it’s going to 
require pretty much a global 
markets recession to derail 
these stocks, and at tbe 
moment it doesn't look like 
that's going to happen.” 


John Anthers 


AMERICAS NEWS DIGEST 


US mutual funds 
resist turmoil 


US mutual fund investors remained almost impervious to 
the chaotic conditions in toe stock market lost month, 
and invested a net 821bn in equity funds, according to to 
the Washington-based Investment Company institute. 

The figures, which are estimates based on figures from 
97 per ceot of the mutual fund industry, confirm wide- 
spread anecdotal evidence that small investors did not 
exit the market in sig n if ic ant numbers last month, when 
the Dow Jones Industrial Average suffered its greatest 
daily fall in points terms. 

Tbe S21.Qbn figure is above toe average month!? inflow 
for tbe year. While it is below September’s $25.Sbn. it is 
comfortably ahead of the $!4.02bn recorded in August, 
when the market also recorded a dip. In March and April 
- also months when the market endured a partial "correc- 
tion” - in-flows were more muted at 5lG.33bn and 
$15.72bn. 

Reports that mutual-fund investors were still investing 
in significant numbers helped buoy Wall Street at the end 
or last month. This month's in-flows also mean the indus- 
try is now on track to beat last year's record annual 
inflow of $23?.hn, despite the strong publicity that has 
been given to the possible end of the bear market. 

Bond funds also continued their return to relatively 
healthy net in-flows of cash, netting $3.0bn for the month. 
They had suffered net out-flows as recently as March. 

John Anthers, Xctv York 


RETAIL 


Starbucks ahead 38% in quarter 


Starbucks, the Seattle-based coffee retailer and roaster, 
posted a 38 per cent increase in fourth -quarter sales, to 
September 28, at $270.7m, allaying Tears that its growth 
might have stalled. Full-year sales were up 39 per cent at 
8966JW1. helped by the store opening programme which 
saw Starbucks add 341 outlets. Comparable stores sales in 
the year also rose, by 5 per cent. 

After-tax profits for the year were $57.4m. up from 
$3fL5m previously, with the final quarter contributing 
818.8m compared with $12.7 m. The fourth-quarter result 
translated into earnings per share of 22 cents, in line with 
market estimates, but Starbucks shares still rose by to 
831ft in early trading. Nikki Tait. Chicago 


METRO-GOLDWYN-MAYER 


Shares fall on debut 


Shares in Metro-Goldwyn-Mayer, the Hollywood film stu- 
dio. fell on their debut on the New York Stock Exchange 
yesterday, after a poorly received initial public offering 
that was reduced in sue earlier this week. After being 
priced at tao each - the low end of the indicative 820-833 
price range - the shares slumped ft shortly after trading 
began, eventually hitting a low of SI 9ft in heavy morning 
trading. The size of the IPO had been cut from I2m shares 
to 9m shares as it became clear that investors were luke- 
warm towards the company, which warned in its prospec- 
tus it did not expect to make profits for several years. 

The IPO raised 8180m for toe studio, while Tracinda. toe 
investment company controlled by Kirk Kerkorian which 
owns a majority stake in MGM, bought an additional 
$75m worth of shares. Australia's Seven Network media 
group controls an additional 25 per cent of MGM after the 
IPO. Vincent Boland. London 
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Brazil go-ahead 
for foreign banks 


By Gooff DywrTn SSo Paulo 


Swiss Bank Corporation and 
NationsBank, of the US, 
have become the latest for- 
eign firtawraal institutions to 
be given the go-ahead' to 
acquire investment hanks in 
Brazil. 

The Brazilian National 
Monetary Council authorised 
SBC to acquire Banco 
Omega, while NationsBank 
has been given permission to 
buy a controlling stake in 
Banco Liberal Three other 
deals involving foreign 
banks were also sanctioned. 

Officials at the Brazilian 
central bank, who said at 
least TO other financial insti- 
tutions had applied for 
approval of takeovers, 
described the deals as a vote 
of confidence in both the 
Brazilian financial system 
and the economy, which has 
come under pressure as a 
result of the financial crisis 
in Aria over the last three 
weeks. 

SBC is expected to pay just 
under 860m for Banco 
Omega, a Rio de Janeiro- 
based investment bank with 

strong reputation In capi- 
tal markets activities and 
advising on privatisations. 

Omega is to be integrated 
with SBC Warburg Dillon 
Read, the group's invest- 
ment banking arm. The 


merger Is expected to be 
completed by the end of Jan- 
uary 1998. 

NationsBank has been per- 
mitted to take a 51 per cent 
stake in Banco Liberal, 
another Rio de Janeiro-based 
investment bank. Although 
NationsBank only opened its 
office in Brazil this year, it 
has quickly gained a high 
profile, particularly through 
its involvement earlier this 
year in the privatisation of 
Companhia Vale do Rio 
Doce, the mining group. 

NationsBank was the prin- 
cipal financial backer and 
also a shareholder In the 
consortium which won the 
CVRD auction, the biggest 
privatisation in Brazil to 
date. 

The CMN also authorised 
American Express to buy a 
50 per cent stake in Banco 
SRL; AGF, the French Insur- 
ance group, to lift its 50 per 
cent stake in its Brazilian 
banking subsidiary to 100 
per cent; and Peugeot-Ci- 
troen to open a leasing and 
fmimftmg business in Rranril- 

Foreign banks have 
rushed to invest in Brazil 
over the past two years. 
However, analysts believe 
that if the volatility in finan- 
cial markets continues, some 
of those banks will be f creed 
to scale back their invest- 
ment plans. 


Resignation 
hits shares 
in AMD 


By Nicholas Denton 
and Louise Kehoe ’ 
in San Francisco 


Shares in Advanced Micro 
Devices, one of the few 
remaining rivals to Intel in 
the. computer chip market, 
yesterday fell to their lowest 
level in more than a year 
after tbe sudden resignation 
of an important executive. 

Vinod Pham, who resigned 
on Wednesday for “personal 
reasons", had supervised the 
design of AMD's flagship KG 
chip, a challenger to Intel's 
Pentium processor. 

Mr Dham, formerly with 
Intel and one of tbe founders 
of a company called Nexgen 
which AMD acquired two 
years ago, had been viewed 
as an architect of AMD's 
revival. 

His surprise departure 
raised further questions 
about toe K6. Sales of the 
chip have fallen short of 
expectations, in partly 
because of problems with 
production. 

AMD said yesterday there 
was no intrinsic flaw in toe 
design of the K6 - Mr 
Dham's area of responsibfl- 
ity - but did not rule out a 
connection between the res- 
ignation and the disappoint- 
ing performance of the K6 in 
the past two quarters. 

The shares had fallen $1\| 
to $ 18 *| by midday. 
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Ai a general meeting of Driefonieln Consolidated Limited (“the company’) 
held ai 10:00 (South African time) today in Johannesburg, the special 
resolution authorising an increase in the ordinary share capital of die 
company was nor passed. 

Shareholders at the meeting who vexed in favour of the special resolution 
represented 69.7 per cent of the eligible votes. In order for the resolution 
to be passed, TS.ffper cent of the eligible votes were required 


Johannesburg 


hapr.Ax'WW.goUjfields. Co 


13 November 1997 



European] Investment Book 

NLG 5WMWC,W* 
Floating Rate Bonds 
1992 due May 15,2002 


In accordance with Uic Terms and 
Condi lioos of Ibe Bonds, notice is 
hereby given lhai for the Interest 
Period from November 17. 1997 
lo February 16, 1908, tbe lnieresl 
Rale has been fixed ai 5.21%. 

On February Id. 199& the foflo- 
wiafc amounts will be payable on 
the outstanding dencxnroa lions: 
NLG 10X100 : NLG 81.14 

NLG 100.000: NLG 811.42 

NLG I jOOOjODO : NLG 8,114.17 


Rabobank 

fr ite m afio naf 



Utrecht, the Netherlands 
November 13, 1997 


THIRD QUARTER 1 997 FINANCIAL RESULTS 

(Reviewed by Ernst G Young, Bahrain) 


CONSOLIDATED BALANCE SHEET 


(USS million) 


(AT 30 SEPT 1997) 

30 Sepr 97 

30 Sept 96 

ASSETS 

Liquid funds 

235 

276 

Marketable securities 

2.606 

2.266 

Placements with banks and other financial institutions 

6.929 

6.589 

Loans and advances 

11.826 

10.985 

Interest receivable 

477 

369 

Investments in associates 

94 

60 

Other investments 

99 

103 

Other assets 

313 

275 

Premises and equipment 

455 

454 


23,234 

21.417 

UAJMUHE5 

Deposits from customers 

10,369 

9.613 

Deposits from banks and other financial insriiuffons 

6,323 

7.815 

Certificates of deposit 

241 

282 

Interest payable 

Other liabilities 

362 

377 

315 

292 

Minority Interests 

317 

281 


20,009 

10.598 

TERM NOTES. BONDS AND OTHER TERM FINANCING 

1,431 

1,164 

SHAREHOLDERS’ FUNDS 

Share capital 

1.000 

1.000 

Treasury stock 

(75) 

(75) 

Reserves & retained earnings 

705 

606 

Current period's profit 

114 

104 


1,744 

1,635 


23,234 

21,417 

CONSOLIDATED INCOME STATEMENT 

(USS million) 

(9 MONTH PERIOD TO 30 SEPT 1997) 

Jan - Sepr 97 

Jan - Sepr 96 

INCOME FROM OPERATIONS 

Net interest income 

319 

297 

Other operating income 

214 

192 

TOTAL INCOME 

533 

469 

Operating expenses 

(296) 

(306) 

OPERATING PROFIT BEFORE LOAN LOSS PROVISIONS 

237 

103 

Loan loss provisions 

(55) 

(15) 

PROFIT BEFORE TAXATION AND MINORITY INTERESTS 

182 

166 

Taxation on foreign operations 

Minority interests in subsidiaries 

(36) 

(32) 

(39) 

(25) 

NET PROFIT FOR THE PERIOD 

114 

104 

WrJ) 

1 


Arab Banking Corporation (B.S.C.) 




NO. 1 029* 
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COMPANIES AND FINANCE: UK 


Caradon appoints US chief in shake-up 


By Andrew Taylor, 
Construction Correspondent 


Caradon one of Britain’s 
biggest diversified building 
materials group is expected 
to announce a board 
shake-up today with the 
appointment of Jurgen Hintz 
as chief executive. 

Mr Hintz. previously chief 
executive of Carnaud Metal- 
Box. Europe's biggest pack- 
aging group, will take over 
from Peter Jansen who will 
become non-executive chair- 
man from next May. 

Mr Jansen and Antony 
Hlehens. who is retiring as 


non executive chairman, led 
a £60m Trmnagwmwrt buy-OUt 
from Reed International 
which created Caradon in 
1985. 

The group, which has mar- 
ket capitalisation approach- 
ing Elbn ($l.69bn), saw its 
shares slip a further 9p yes- 
terday to reach a six-year 
low of 167iip, 

The company has in the 
past two years sought to 
refocus Its business, concen- 
trating on mainstream build- 
ing materials activities and 
selling non-core operations. 

Its progress, however, was 
nndfxfminpri in the first SIX 


months of t h i s year by the 
strong pound and higher- 
than-exgtected losses from Its 
North American windows 
and doors operation. Pretax 
profits in the SIX ranntha to 
June 30 Ml 9 per cent to 
£74m. 

Mr Jansen, who is nearing 
58, is understood to have 
decided that the reorganisa- 
tion was now sufficiently 
advanced to appoint his suc- 
cessor. The Caradon chief 
executive would have been 
due. under company prac- 
tice. to step down when he 
reached 60. 

His move to non-executive 


phufawan and the departure 
of Mr Hicfaens would mate a 
clean sweep at the top of the 
group following the 
announcement fn September 
that Trevor Llewellyn would 
step down as finance direc- 
tor to become corporate 
development director. Mr 
Llewellyn, previously 
finance director at Wlckes 
the builders’ merchant, was 
replaced as Caradon finance 
director by Martin Clark, 
finance director at Associ- 
ated British Foods. 

Mr Jansen is thought to 
have been closely Involved 
in the choice of Mr Hintz, a 


Cooper agrees bid for Menvier 


By Charts Grosser 


Roger Fletcher, chief 
executive of the emergency 
lighting group Menvier- 
Swain, stands to make E20m 
($33. Sm) from selling the 
company he founded to Coo- 
per Industries of the US. 

Cooper is offering SlOp 
cash for each Menvier-Swain 
share, valuing the company 
at £1 64.5m (£278m). 

Menvier-Swain shares 
leapt 4ip to close at 3Q2p yes- 
terday. Over the past week, 
they have risen nearly 50 per 
cent The offer has been rec- 
ommended by the Menvier- 
Swain board. 

Mr Fletcher - who has a 
12.5 per cent stake in the 
company - said he felt 


“slightly sad and quite 
proud” of yesterday’s events. 
He founded the business 
with Chris Swain in 1975 in 
the attic above the Swain 
famil y company, on the back 
of a £2,000 order. 

"When you’re young, you 
do thing s like that and you 
don’t worry." said Mr 
Fletcher, 48, whose hobby is 
power boat racing, for which 
be has won a world title. 

The company floated in 
1986, with a market value of 
some £l0m. 

It was successful in carv- 
ing out a profitable niche in 
alarm systems and emer- 
gency lighting. 

But this summer it warned 
that profits would be dented 
by the strength of sterling, 


which caused thA shares to 
tumble. They have underper- 
formed the market by some 
20 per cent over the past 
year. 

Mr Fletcher said yester- 
day: “Hie market Is globalis- 
ing. We are quite a big 
player in the sector but we 
were seeing pricing presumes 
in the UK and we didn't 
think it was going to get bet- 
ter". 

He will stay for a six- 
month handover period. 
Most of his £2Qm will be tied 
up in trusts, but Mr Fletcher 
said he would use some to 
“pay off my mortgage”. 

Cooper is a diversified 
manufacturer of electrical 
products, tools and automo- 
tive products. Its shares are 


listed in the US with a mar- 
ket value of $6.1bn. 

It reported sales of $5^bn 
for the year to December 
1996, on which it earned a 
pre-tax profit of $558m. Net 
assets at the year end were 
*L9bn- 

The company, with head- 
quarters in Houston, Texas, 
employs 42,000 people. It 
already has a significant 
presence in Europe, employ- 
ing some 5,000 people. 

John Riley, chairman and 
president of Cooper, said: 
“The acquisition of Menvier- 
Swain is another important 
step in our long-term strat- 
egy to enter new markets 
and extend the global reach 
of Cooper’s electrical prod- 
ucts segment” 
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EURO DISNEY S.CA 


1997 ANNUAL RESULTS 

12.6 million attendance, up 7.7%. 

78% hotel occupancy, up 5.8 pts. 

Income before lease and financial charges up 21.5% to FF 880 million. 
Net income up 75%, to FF 217 million. 


Commencing on the results, Gilles Pellsson, Chairman and Chief Executive Officer of 
Euro Disney SjV. said: “The year of the 5th anniversary has been a big success. 
We faced a major challenge in fiscal year 1997: to deliver a positive net income 
despite a significant increase in financial charges. We have more than achieved this 
goal in surpassing the 1996 net income. These results allow us to approach 1998 
with confidence ." 


KEY FIGURES (Unaudited) 


Year ended Se 


3H 


Theme Park 
Hotel occupancy 




(in FF million) A. 

Disneyland Paris Resort revenues 
Disneyland Paris; Resort oasts & expenses 
income before lease and financial charges 

Lease and finan&at^charges 
Income before ftoLceptional items 
Exceptional income, het 


1997 

1996 

Change 

\2J> 

11.7 

+ 7J% 

78j0% 

7X2% 

-t- 5.8 pts 

5477 

4968 

+ 10^% 

(4597) 

(4244) 

+ 8.3% 

880 

724 

+ 21^% 

(715) 

(568) 

+ 25.9% 

165 

156 

-i- SA% 

52 

46 

+ 13.0% 


The Group. inribuGbced that it has significantly improved its operating performance, 
and aaia thirsts more than offset the scheduled increase in lease and financial 
charge^ T&eiie improved, results are due to an increase in Theme Park, Hotels and 
Disney ViUagfiJreV e n u es?as well as ongoing cost control management. The Group 
’ come dEFF 217 milli on as compared to net income of FF 202 million 
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German -born US citizen, as 
his successor. The two men 
worked closely together, 
before Caradon sold its 25 
per cent stake in Carnaud 
MetalBox far £473m In 1993. 

Mr Hintz previously 
worked far 20 years with 
Proctor & Gamble the US 
household goods group 
where he was a main board 
director and executive vice 
president He left Carnaud 
MetalBox in 1995 when the 
company was bought by 
Crown Cork & Seal of the 
US. 

He will be expected to con- 
tinue with the rationalisa- 


tion of Caradon’s US win- 
dows and doors operation 
which lost £4.Sm in the first 
half Thorp are also concerns 
about the depressed state of 
the German construction 
market where the group also, 
has ' large - windows 
operations. 

The wiain faftfr at the new 
chief executive however, is 
likely to be. to establish a 
hi g her profile for Garadon’s 
core building product 
brands. As part .of its refo- 
cusing. the group has been 
Mramining its r&Qge'fa-orcter 
to concentrate on higher- 
margin “quality" products. 


T FX COMMENT 

Caradon 




'Hie management reshuffle V •• > ■ *■ 

moment too soon. The ttfcp 

company’s fortunes may &A&V 

not have plumbed the Vno,— -.>r? 

depths of sector stable ^ ' ^ 

mate Redland, but a 6% . . r JL~. 

year low in the share price JTBh ;.y: -fl - :> 

Is still dismal. With 

Anthony ffichens, chair- -*n ,1 . 

man. and Peter Jansen. 

chief executive, both in • ' ITh-; 

their seats far over a tfly ■ " ’q 
decade, they can hardly 

avoid the Unger of blame. ./:/». /:-■ — •>. -Vfc 

Considering that the com- *■&'''! \ „ 

pany is selling products < .. ” ... 
iiirt» windows, doors and itiifu qjaaiai imaor, . 

bathroom products, benefl- oasltion lodes 

faced problems in some of JoJe disastrous 

y^TaSis srarr 7 Ss 

remained problematic since. But 

risMi better to the challenge. And overpaying for acquim 

SSaassssSSSS 

and 

doors business has fallen victim to a price vri ^- 
Trimming the portfolio, cutting costs and a H74m share 
buy-back have an been useful steps. But new man ! 

Hintz wffl have to do more to stop the rot Top of his 
should be reconsidering the branded goods 
posing of the non-core printing business, a^^hnnkmg 
farther in recognition of Caradon’s mature markets, ff he 
fail* the will surely be broken up or taken over. 




Enron to take 
Pentex stake 
in refinancing 


TT»m«Hng oven Maurice Keane, chief executive designate 
(rigirt) with Fat Molloy, whom he will succeed in January 


By Virginia Marsh 


Bank of Ireland 
earns upgrades 


By John Murray Brawn m 
Dublin and George Graham 
in London 


Brokers upgraded full-year 

Republic’s second largest 
bank reported better than 
expected in te r im figures. 

fa Dublin the' shares rose 
41p at one stage to 910p, 
before filing back to dose 
at 86Bp, down Ip. 

Pre-tax profits were up 
almost 30 per * cant from 
I£ 193.1m to I£250.7m 
($381- lm) in the six months 
to September 30. This 
included a ! two-month 
maiden contribution from 
Bristol & West the UK build- 
ing society which became 
part of the group on July 28. 

Maurice Keane, who wiQ 
soon take over as group 
chief executive, said the 
bank would have an “open 
and positive approach to 


expanding Bristol & West 
through acquisition’'. Any 
target would need to have a 
s imil ar market area and 
offer scope for 1 cost savings. 

... Lending volumes jjverall, 
rose by a thud, wttb a 15 per 
cent increase in leading in 
Ireland offsetting a fall of OJZ 
percentage points in interest 
margins there. The groop's 
overall net interest margin 
dropped from 3^1 per cent to 
8.35 per cent, but more than 
half of that came from the 
incorporation of Bris- 
tol & West, whose mortgage 
business has lower irts T gin s - 

Foreign exchange trading, 
asset management, stock- 
broking and life assurance 
sales produced strong gains 
in non-interest income. 

There was surprise at the 
strong performance in the 
two months since its take- 
over of Bristol & West, which 
contributed profits of 
I£23.7m. 


Rrm>n , the US energy group, 
is to take a stake of up to 11 
per cent in Pentex Energy, 
as part of an refinanc- 
ing anno unced yesterday by 
the indebted UK ofi. and gas 
Independent Shares in Pen- 
tex rose lV*p to 19p. 

Enron will pay 18V4p a 
share for 40m new Pentex 
shares for a total of £7.4m 
($12-5m). It has also agreed 
to buy a third of Pentex’s UK 
oil production over the next 
eight years for about $32m 
and. to give, it an e ig ht -year 
$7Sm loan facility. 

Mark Frevert, president of 
Enron Europe, said the move 
was one of several such 
deals ■ envisaged by the 
group. “Providing flrmwrang 
capital has been a core busi- 
ness far Enron for some time 
and this is, the first of a num- 
ber of similar transactions 
we hope to do in Europe." 

Pentex - whose main asset 
is a 40 per cent stake in 
Sibir, an ofl company with 
interests in Siberia - said 
the deal did not herald a 
takeover approach from 
Enron, but both companies 
said they might co-operate in 
other ventures beyond yes- 
terday’s investment. 

Pentex also announced a 
one-for-10 rights issue, at 


lBKp, to raise £5.4m. Inves- 
tors will also receive war- 
rants, on a i-for-10 basis, to 
subscribe for shares at 18Vap. 
If exercised, they will raise a 
farther £6.7m. If the rights 
issue is taken up in full. 
Enron will hold li per cent 
of the enlarged capital. 

“We are making the rights 
issue as we believe the com- 
pany is worth more than 
L8/ t p a share and that, as we 
had done a deal at this price 
with Enron, other sharehold- 
ers should also have the 
right to participate." said 
Henry. Cancer on,^- Pentex . 
chief executive. "It’s very 
important for Pentex that a 
major company has done 
due diligence and been 
happy to take a strategic 
interest.'’ 

The refinancing will 
enable Pentex to pay off 
debts of $43 .6m. Mr Cameron 
said the company had plans 
for the rest of tbe money. 

It bad sold its future UK 
production, estimated at 
2.4m barrels, to eliminate 
the risk of price changes. 

Pentex, formerly Melrose 
Energy, made a pre-tax loss 
of £38. 3m last year after a 
£43. 3m charge on a disposal. 
The sale was necessitated 
after changes to the tax 
treatment of partnerships in 
the 1996 budget. 


Molins shares tumble on warning 


By David Btackwetl 


Molins, the cigarette and 
packaging machinery mater 
that warned earlier this year 
of falling orders fro m Chine, 
is to shed 500 jobs. 

News of the 25 per cent cut 
in the workforce, the accom- 
panying £l6m ($27m) excep- 
tional charge and a warning 
of lower second-half profits 
knocked 72%p from the 
shares, which closed at 
327%p. 

Peter Harrisson. chief 
executive, said the pattern of 


demand from China had 
changed, but the long-term 
prospects were still good. 
“After many years of solid 
growth there we have a hia- 
tus -but China will not turn 
into an unattractive place to 
do business:" 

Tbe proposed $360fan litiga- 
tion settlement by the US 
tobacco industry was adding 
to the uncertainty, be said. 
But the- job cuts would lead 
to annual savings of £16m 
without affecting the group's 
ability to respond to 
renewed demand, giving it a 


healthier cost base. 

Shares in Molins have 
fallen from slightly more 
than £10 a year ago. The 
shine was taken off the price 
fa March, when the group 
said that the tobacco 
machinery division had 
started the year with its 
order books unfilled for the 
first time since 1994. At the 
same time, the strength of 
sterling was reducing its 
cost advantages over Euro- 
pean competitors. 

Then in April the group 
revealed that accounting 


irregularities had occurred 
at Langston, its US corru- 
gated board business. In 
July, it said the cost of the 
irregularities would be 
higher than at first expected 
Total exceptional charges 
of £14. 9m were revealed in 
September, resulting in 
interim losses of £7.7m. Yes- 
terday the group said the 
second-half profit, excluding 
excepti onals. would be lower 
than the first half’s £7 .2m 
and would “depend on the 
timing of deliveries in the 
closing weeks.” 


Compensation deal 
for T&N directors 




By Andrew 

Edgedffle--Johnson ' 


Five directors of T&N, the 
car components group, could 
share compensation of 
£Z.89m <$<L88mj followtng'the 
fTL5bn agreed takeover bid 
from Federal-Mogul, the US 
automotive engineer. 

The Federal-Mogul offer 
document, published yester- 
day, also shows that the 
company has taken out an 
option to cap its potential 
liabilities from currency 
fluctuations, at a cost of 
$28. lm. The company 
declined to provide farther 
details. 

Ian Much, T&N’s chief 
executive, will leave the 
company with £900.500 if the 
takeover goes through. The 
sum is three times ' his 
£300.000 animal salary. Sir 
Colin Hope, fthatTTnan, plarup 
to resign as a director with 
£336,574 compensation, but 


will remain as a paid coreul- 
tant to Federal-Mogul. 

Federal-Mogul is plannipg 
a private debt placement to 
refinance part of the bridg- 
ing loans arranged far the 
acquisition. It is expected to 
file details today of a place- 
ment of a convertible pre- 
ferred security, issued 
through a US financing 
trust 

The US group, winch has a 
market value only two-thirds 
that of T&N, Also annniTnffflri 
that it is planning more 
acquisitions, -despite heavy 
debts. Federal-Mogul gave 
some details of its debt facili- 
ties. A senior credit agree- 
ment with Chase "Manhattan 
allows it to borrow up to 
$2JSbn in term loans, repay- 
able in three stages izp to 
2005, and up to $40Gm in six- 
year revolving credit loans. 
A senior subordinated credit 
agreement allows it to bor- 
row up to $500m. 
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BOOK REVIEW • TONY JACKSON 
The Innovator’i Dilemma, by Clayton M . Christensen 


C onsider this simple but 
remarkable fact. In 
recent years, 40 per 
cent of the US steel 
market has been captured by 
upstart mini-mill operators. But 
by 1995. no conventional steel 
company, in the US or anywhere 
else, had buQt a mini-mill plant. 

Again, take the computer 
industry. When the market 
shifted from mainframes to mini- 
computers, IBM was left behind. 
When the market moved on 
again to personal computers, the 
minicomputer makers - Digital 
Equipment, Wang, Ntcdorf and 
the rest - were left behind in 
their turn. 

With the blessings of hindsight, 
the inference is obvious. These 
companies were too dumb a*™* 
blinkered to see where the mar- 
ket was going. 

But as Clayton Christensen 
argues, this will hardly do. These 
companies got where they were 
by reading the market They also 
had the best and brightest man- 
agers at their disposal. Some- 
thing else was wrong. 

The mini- mill and the PC. it 
seems, are examples of what Pro- 
fessor Christensen calls . -disrup- 
tive technologies". By and large, 
new technologies have the effect 
of doing the job better from the 
customer’s viewpoint The distin- 
guishing feature of disruptive 
technologies is that they do the 
job worse. 

But they are also cheaper. Fur- 
thermore, they can improve over 
time; and when they do the job 
adequately, they drive the estab- 
lished technology out of the mar- 
ket 

Thus, when mini - miiu first 
appeared in the 1960s, the steel - 
being made from scrap - was so 
lumpy and uneven that it could 
only be used for the most basic 
applications. This was of no 
interest to the big steel makers, 
who made their money from pro- 
viding higtigrade steel to big cus- 
tomers such as the car industry. 

But there were enough mar- 
ginal customers for start-up com- 
panies such as Nucor to get . a 
toehold. Over time, the quality 
became good enough for the - 
main mark et- and by then, the 
big steel makers were too far 
behind to catch up. Nucor now 
has a stock market value of 
$4.4bn (£2.6bnX the same as US 
Steel and Bethlehem Steel com- 
bined. 

The difference between disrup- 
tive technologies and the rest - - 
what Prof Christensen calls “sns- 
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taintng technologies" - is neatly 
illustrated from the excavator 
industry. 

Until the 1920s, the established 
tochnology was the steam shovel. 
Then came the version based on 
the internal combustion anpfnw. 
This did the job better, and was 
thus a sustaining technology. 
Almost all the big steam shovel 
manufacturers matte the switch 
successfully. 

hi 1947, J C Bamfard of the UK 
came up with the hydraulic 
shovel, or backhoe. This did a 
poor job, since It could only han- 
dle small bucketfuls of earth — 
gmailm- than was demanded by 
the big cun tr a ctors In mmfop or 
sewage construction. 

But it was also cheap, since it 
worked off the back of a tractor. 
And there was a mark et of sorts, 
digging narrow trenches in the 
street. Over time, as the technol- 
ogy became more robust, back- 
hoes attacked the main marke t 
Only.’ a handful of traditional 
manufacturers survived. 

So to the main point. Why are 
established manufacturers so bad 
at coping with these break- 


throughs? Simply because. Prof 
Christensen says, they are so 
good at serving their customers. 

. Same of the argument is a little 
technical, being derived from a 
management theory known as 
resource rie pefidAwcg rn essen c e, 
thte says that companies depend 
for their survival cm those who 
provide their resources; that is, 
customers amt shareholders. 

In Darwinian t e rms, it fellows 
that companies which have been 
very successful are incapable of 
i gnnring the wishes of their cus- 
tomers. The practical result is 
that even if they try to embrace 
disruptive technologies, their 
hearts will not be in ft. 

So what is the answer? Mainly , 
Prof Christe nsen s ays, they 
should handle disr u p tiv e technol- 
ogies an a different basis. They 
should set up a distinct business 
- a skunk works, in the jargon - 
and stay well dear of it 

This serves two purposes. First, 
the business will be happy with 
small start-up sales which would 
mean nothing to its larger par- 
ent 

Second, the nwrir^t for disrup- 


tive technologies is by definition 
unknown. This would be Intolera- 
ble to the parent, which lives or 
dies by forward planning. The 
sk unk works, though, can mud- 
dle through an the basis of what 
. Prof Christensen “agnostic 
marketing". 

There are alternative 
approaches, hi the 1960s, faced 
with the arrival of discount 
retailing. Woolworth - the big- 
gest variety store chain - set up 
• a discount riwm, Woolco. But it 
could not r efra in from meddling 
with it. and Woolco folded. 

Kresge, number two in variety 
stores, also set up a discount 
chain. But it reversed Wool- 
worth’s strategy, and closed 
down its variety stores. It then 
enjoyed a period of enormous 
success as a discounter under the 
new »gmft of Kmart. 

So what new disruptive tech- 
nologies might be out there, 
waitin g to strike? In one bravura 
chapter. Prof Christensen pro- 
poses an example: the electric 
car. From the - customer’s view- 
point, the electric car is a lousy 
Idea. Customers demand cars 
which can reach 6Qmph in under 
10 seconds, and can travel 150 
miles without refuelling. The 
electric car caw do neither. 

But how hast are customers’ 
demands for p e r f or m ance rising? 
The answer, apparently, la quite 
slowly. The performance of elec- 
tric cars is rising fasts-, by 24 
per cent a year. If those two lines 
ever cross on the graph. Detroit 
is in trouble. 

Until that point, the electric 
car maker would need to find an 
alternative market on which to 
survive. Agnostic marketing says 
this cannot be guessed in 
advance. But tor instance, says 
Prof Christensen, you could try 
positioning it as a fun, safe car 
for teenag ers — rather as Hnwia 
positioned its 50cc motor bike 
when it first attacked the US 
market 

Managers reading Prof Chris- 
tensen’s book may come away 
with a heightened sense of para- 
noia. They will be none the worse 
for that The idea of the disrup- 
tive technology is a simple and 
powerful one. There may be one 
forking near you. 

The Innovator's Dilemma, pub- 
lished by Harvard Business 
School Press, is available from FT 
Bookshop by ringing FreeCall 
0500 500 635 (UK) or +44 181 324 
5511 (outside the USX Price 327.50. 
Free p&p in UK 


Trendy yet traditional 

Louise Kehoe on Hewlett-Packard’s makeover 


Hewlett-Packard is known as one 
of the most solid and trustwor- 
thy suppliers in the electronics 
and computer industries. It is 
renowned for the qnfility of its 
products and for excellence in 
engineering. 

Yet compared with many 
smaller, less venmtble high-tech 
companies, HP’s corporate image 
is staid and even dnIL The com- 
pany Is the “old reliable” in a 
world of youthful trend setters. 

As long as most of HP’s cus- 
tomers were corporate buyers, 
this tried-and-trne reputation 
was an advantage. However, as 
advances in pssonal computing 
and the internet have begun to 
shift the centre of g rav ity in 
information technology markets 
toward consumers, HP's stodgy 
Image has become a liability - as 
wall as a source 
of great frustra- 
tion within the 
company. “We 
are not per- 
ceived as an 
innovator,” 
complains 
Mohan Garde, 

HP marketing 
manager for 
consumer prod- 
ucts. “That infu- 
riates us 
because we are 
technology 
pioneer. We 
don’t get credit 
for bringing 
[electronic! cal- 
culators to the world, for bring- 
ing colour printing to the home 
or for many other technology 
breakthroughs.” 

rmfapft , most of HP’s revenues 
come from products it has intro- 
duced over the past two years. 
Still, the company has been 
unable, so tar, to win the recog- 
nition ft believes that it deserves 
among consumers. This is 
despite world leadership in the 
printer market, which puts HP 
products in more homes than 
those of most PC manufacturers. 

After 18 months of cons u mer 
research. Internal debate and 
soul searching, HP this week 
launched a worldwide marketing 
and advertising campaign aimed 
at updating and invigorating its 
corpor a te identity. It is the first 
time HP has such an 

effort in its 58-year history. 

For a company with an 
ingrained “engineering*’ culture, 
annual revenues of over $38bn 
(£22bn) and more than 110.000 
employees, such a transforma- 


tion is not achieved easily. Yet 
HP Is determined to become a 
household *mmt» 

It win spend $75m on the first 
phase of its consumer marketing 
campaign. With a new corpor a te 
slogan: “Expanding possibili- 
ties”. HP wiD appeal directly to 
consumers with television and 

print advertising showing ordi- 
nary people discovering the 
potential of personal computers 
and printers. 

A grandmother writes her 
biography and illustrates it with 
photographs scanned into a per- 
sonal computer. Baby pictures 
are transmitted via the internet 
to distant relatives. The grand- 
son of a retired baseball star 
shows him how to create and dis- 
tribute baseball cards using a PC 
and the Internet 



HP’s advert: shows the potential of personal computers 


The adverts are laden with 
emotion and very different from 
HP’s prior marketing pitches 
which stressed product features 
and performance. Yet for HP this 
is for more than a face lift. The 
technology veteran Is revamping 
its worldwide operations to get 
in tune with consumer markets. 
“We are a very technical com- 
pany. We are used to selling onr 
products based on technical spec- 
ifications," says Antonio Perez, 
vice-president in charge of con- 
sumer products. “But consumers 
do not buy products based on 
specs, they buy gratifying expe- 
riences - products that perform 
well, look good, are not too 
expensive and do not break 
down." 

Adapting to consumer priori- 
ties has meant wrenching 
changes within HP. The com- 
pany has set op printer and PC 
divisions focused on the “home” 
market, rather than the office 
market It has established a spe- 
cial sales force to forge relation- 


ships with retailers starting in 
established markets and now in 
countries such as China, Indon- 
esia and Brazil. 

The new focus on consumers 
has brought vast changes to the 
way products are designed, sold, 
manufactured, priced and sup- 
ported, says Mr Perez. 

Availability, rather than 
higher performance, is the key to 
winning consumer sales. Prod- 
ucts have to be on the shelves 
when consumers visit a com- 
puter store. If not. they will 
probably walk out with a com- 
petitor’s product. This is in 
sharp contrast to the traditional 
“business to business” computer 
market where performance is the 
primary issue while price and 
availability come next. HP’s 
technical support operations, 
which nsed to 
work Monday to 
Friday business 
hours are now 
manned 24 
hours a day. 
seven days a 
week, to ensure 
that customers 
can find help 
whenever they 
need it. “We 
have been 
designing prod- 
nets for the sake 
of tbc products, 
for the engineer 
tag elements of 
the products. 

We have to 
design for the needs; the satisfac- 
tion of the users. It is a tremen- 
dous cultural change," says Mr 
Perez. The rewards will be well 
worth the effort. HP believes. 
“We believe we have a darn good 
shot at becoming one of the 
world’s leading consumer elec- 
tronics companies in a few 
years,” says Mr Garde. 

That would mean overtaking 
big consumer brand names such 
as Sony, General Electric and 
AT&T, he acknowledges, but 
HP’s imag in g products - rfigitel 
cameras, printers, scanners and 
PCs - give it plenty of opportuni- 
ties to lure more home buyers. 

Yet the risk for HP is that its 
efforts to appeal to consumers 
may dimmish the respect and 
loyalty of its long-time business 
customers. As it spruces up its 
corporate image, HP must 
remain true to its traditions, 
even if that means being less 
trendy than some of its competi- 
tors in the home PC and printer 
markets. 


THE PROPERTY MARKET 


C anary Wharf, 
Europe’s largest 
modern • office 
development situ- 
ated in London’s Docklands, 
has marked its coming of 
age with a £550m <$930m) 
four-part debt package, a 
sign that it is finally suffi- 
ciently commercially viable 
to tap the public markets. 

As mnhh as the bond offer- 
ing is a fillip for Canary 
Wharf - ■ the once- 
beleaguered site is now -92 
per cent occupied and burst-, 
ing with retail shops and res- 
taurants - it may equally be 
the kicks tart needed for a 
genuine European market in 
property-backed debt 
Morgan Stanley, leading 
the offering, is at present 
conducting a roadshow 
among UK investors, hoping 
the presentation will rein- 
force what it believes is 
growing interest in property- 
backed debt 

In the US, some SSObn in 
commercial mortgage- 
backed securities were 
launched into the market 
last year, according to data 
from Otibank. In stark con- 
trast European property- 
backed deals have totalled 
between $lbn and $1.5bn 
each year for the past few 
years. But in 1997 so far, 
even without the Canary 
Wharf deal. Issuance is 
already at 52bn and wifi be 
at least $2.7bn by year 
end. 

Property-backed debt secu- 
rities can help issuers cut 
borrowing costs by raising 
funds from institutional 
investors who are willing to 
accept marginally lower 
rates for liquid, transparent 
securities than banks seek 
for tana loans. ' . 

Indeed, the characteristics 
of the traditional UK lease - 
15 to 25 years long, five- 
yearly upward-only rent 
reviews and all costs of 
insurance and repair to be 
borne by tenants - would - 
make UK property seem 
ideal for debt securitisation. 
One may well wonder why 
they have not sought to c UF 
borrowing costs before by 
packaging this dependable 
cashflow into securities. 

Property lenders say there 
are several reasons for this. 

First, says Mike Birch, 
marketing director in the 
property finance team of 
Hypo Bank. Europe is not a 
stogie homogenous market 
but a grouping of smaller 
markets wf-h with its own 
taxation, leasing conven- 
tions and ownership rules. 
While US regional markets 


Debt to 



Norma Cohen on signs of 
growing interest in a European 
market in property-backed debt 



Towering example:. Canary Wharf is 32 per cent occupied 


differ from each cither in 
terms of in v estment charac- 
teristics. a single set of laws 
and tax treatment broadly 
serves . them all, he says. 

But perhaps most sig nifl -. 
cantly, bankers say; landing 
margins to the UK property 
sector are already so fine it 
is difficult to improve on 
than through securitisation. 
“There is very little to be 
gained from securitising 

property,"- says one lender. 

And despite official data 
-from the Bank of. England 
showing declining lending to 
■the property sector, anec- 
dotal evidence, suggests that 
c o mpet i tion to advance cash 
is vigorous. In particular, 
Jendere say, German banks 
have been among the most 
aggressive and have forced 
their UK counterparts to cqt 
margins' significantly. 

Sahnaan Hassan. head of 
property finance at. BHF 
Bank, a German wholesale 
bank , says “plain vanilla” 
deals for up to 80 per cent of 
the .value of a property axe 
priced at '50 to 75 baste 


paints fo ghw tban London 
Interbank Offered Bates for 
up to a 15-year maturity. 
All-in costs to borrowers, he 
says, are less than 8 per cent 
at current rates. 

At these prices, he says, it 
does not make sense far bor- 
rowers to make the addi- 
tional expenditure to obtain 
a credit rating or to pay 
legal and Investment 
banking fees for a securitisa- 
—tian. 

Moreover, he says, any 
borrower who wanted to 
secure long-term loans 
against pr o pe rt y , as Canary 
Wharf intends, must answer 
investors’ questions about 
the residual risk at maturity. 

■ That means that other the 
bonds must amortise - that 
is, pay off, some principal 
each, year along with inter- 
est - or lenders must fed 
pretty certain of a pr oper ty ’s 
resale value In, say, 20 years. 

Borrowers, he paints out, 

want certainty that their 
principal will be repaid- 
Amortising the bonds would 
Bmit the profits accruing to 


property owners from rent 
increases. 

In the case of the Canary 
Wharf bonds, the AAA-rated 
bonds win begin amortising 
after 2004 and the AA and 
A-nrted tranches will begin 
amortising after 2006. 

But Mr Hassan argues 
Canary Wharf may be an 
exceptional case. Its build- 
togs are of unusually high 
quality and the growing 
attr activ e ness of the estate 
will lead to rising rents. 

Indeed, careful reading of 
the prospectus shows that 
significant resit increases at 
properties securing the 
bonds are forecast by valu- 
ers. At 30 South Colonnade, 
Offices of 296,450 sq ft let to 
London Underground are 
earning net annual rent 
receivable of £2 ,9m, but this 
wfil rise to at least £3.4m at 
the next review in June 1999. 

In the Tower at One Can- 
ada Square, in which 849,240 
sq ff are Jet, net rents receiv- 
able are now £8-8m annually. 
These will rise in stages to 
£20 .8m annually by July 
2000. 

H owever, says Mr 
Hassan, some 
bank clients have 
expressed an 
interest to it and he con- 
cedes that a well structured 
30-year bond offering will 
serve a borrower far better 
than bank financing. “We 
couldn't compete with a 
30-year issue. No way.” he 
says. 

At Citibank, which has 
completed four transactions 
this year totalling $LIbn in 
the UK and France. Bill 
Young, director in the corpo- 
rate finance group, says Citi- 
bank’s securitisations result 
to lower cost finance than 
borrowers would achieve 
through bank borrowings. 

A FFr2bn ($350m) acquisi- 
tion finance deal for La 
Defense, the Paris office 
development, gave the bor- 
rowers weighted average 
funding costa of 41 basis 
points over Paris Interbank 
Offered Bates, exclusive of 


“We were mere competi- 
tive than a variety of banks 
on that transaction,” he 
says. 

For most property inves- 
tors. traditional bank 
finance may well be the best 
and cheapest way to borrow 
money. But for the largest 
and most innovative inves- 
tors. Ignoring the emerging 
interest for p r op e rty- backed 
debt securities could be 
costly. - 


TO SAVE THE 
RAINFOREST WB 
PROVIDE TREES 
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PROPERTY MARKET 


Appointments 

Advertising 


appears hi the UK edition 
every Monday, Wednesday 
A Thursday and in the 
International erfitkm 
every Friday. 

For further Information 
please contact; 

Toby Hnden-Crofts 
+44 0171 873 4027 


Auction Sale 

Racecourse and property 
development projects in Mauritius 

Mr Jean (Trade Leckzio, sworn broker will sell by public auction in 
accordance with article 2088 and following of the Civfl Code of Mauritius 
all the abates held by Sando 4 Gem Gothics Holdings limited (“GHL"). 
namely 12JKXL000 shares of Re 10b each repi wanting the entire issued 
share capital of GHL. GHL controls two wholly owned subsidiaries. 
Guibies Properties Ltd (“GPL") and Compagnie Mauricienne 
d 'Hippodrome Ltee (“CML"). 

GPL owns two plots of land at Let Guibies ( 130 hectares) and Les Panics 
(SO hectares) within the district of Mofca. Mauritius. The latter plot is 
earmark rd for a residential property development to be completed in three 
p l ug* . Minim al infrastrnctare work has commenced on the lint phase. 
CMH owns 56 hectare* of land situated at Les Guibies hi tbc district of 
Moica. The land is presently under development as a racecourse. 
Construction commenced In June 1996 and is estimated to be 

Both peces of prop er ty are located approximately 3 kilometre* from Port 
Louis, the capital city of Mauritius. 

The rniftiai sale will be held on Thursday. 27 November 1997 at 1(X30 am 
at the FijS Boot. Labounkamns Wsterfnxu Hotel. Port Louis. The shares 
shall be sold in one single lot and shall be subject to the terms and 
conditions (including eooditioos precedent) laid down in a Memorandum 
of Charges (cahier des charges) dated 29 October 1997. Tbc Memorandum 
of Charges aforesaid and further details regarding the sale interest are 
available at the office of Mr JC Lcclezio at 9 Floor. Stratton Court, 
Poodriere Street, Port Louis. (Telephone 212 0454 212 2578). 

Interested parties who to bid through agents should cause duly 

legalised poweo of attorney to be deposited with Mr Jean Claude Leclezio 
at loua 48 bran before 27 November \997. 
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LoodoaA No. 1 Speddht 
Snath Co mpw y 

LET US SEARCH FOB YOU 

TB: +44 (0)171 B3S 1066 
Fki +44(0) 171 B3S1077 

HareieSeardi (London) Ltd 
Katg bt sfcrtdgc SW3 


U.S. REAL 
ESTATE 

MISSOURI LAKES 

Titnberiand tracts of 100 to 
640 acres. Excellent hunting, 
partially urbanised, active sales 
program. Booming economy, 
expanding population. Offered 

by retiring British 
owncr/developer at wholesale 
disposal price of 5*00 per acre 
(4047 m2). cashAenns. Proven 
profit potential. 

A. K_ Trading, London, 
Land Brokers. 

Tel/Fax 0171 723 4599 


BROWN 


Robin Bromley 

Tel: 01603 629871 Fax; 01603616199 
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[ SOUTH NORFOLK 

Commating Distance Louden 
(Liverpool Street Ihr 40 mins! 

FINE PERIOD BOUSE IN 150 HA ESTATE 1371 ACRES) 
7 bedrooms, 3 Bathrooms. 3 Reception rooms. Stables. 
Paddocks an! staff accommodation. 

Anble Fbnn, Woods. Pasture. Bams, Shoot, River and Mantles 
OFFERS In Excess of £1-5 MDUoo 


TO LET PERTH, SCOTLAND 


Within 90 minutes of 90% of the population 
OFFICE UNITS SUITABLE FOR CALL CENTRES 

From 500 sq. ft to 5,000 sq. ft. 

At Very Reasonable Negotiable Rentals 
in attractive rural surroundings on private CAA airport 

ALSO MULTI PURPOSE WAREHOUSING 

From 5,000 sq. ft. to 30,000 sq. ft 

Contacts Mike McWilliam cm 01738 552311 


FERADA 

ASSOCIATES LTD 
To Let 

SEYMOUR PLACE, LONDON Wl 
Unusual spacious flat beautifully 
furnished in a central locations. 
Two double beds wilh fined 
wardrobes, double reception, fully 
fitted kitchen, bathroom whh tep. 
walk-in power shower, tnd. GCH. 
Close transport and shops. 
Rene £450 pw Includes cleaner 

Tel: 0171 409 7822 


COUNTRY 

PROPERTY 


LONDON RENTALS 


NottmghJIl 

Vbiy man nadra. wood Bobo, penet, power mower. 30 *ci to central &K. 
araflafcfc now. haleary. £300 per week 

Nottinghfl] 

Da Ka. Z beds Mews tuoo, Lwye Kkrfra. pnvur hakeny. gmge. 2 sees la CWWsI lane, 
■nlhUenow 162 per week. 

NottinghiD 

La>^ bn3y bwne.4 bed*. 2-3 reccpdara. wood Ikon. 3 tadmanv snden. cocncnsoy. 
tambMjBidbfaie aw. tang «tet taCl^OO per week 

H ollan d Park 

VW teaijy bon. oomdrdy imerocd. avaUJO fanbbeJ or mliiniidnl. batting 9 ha*. 7 

bntaonffM , 6 mj t icn , Summ home. anboaOmat pniponk ra . 

(i magine d poet. ne«» recraj I7JXXI per week 

Tel: 0171 616 7027 
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Futures-driven trading helps lift Europe 


GOVERNMENT BONDS 


By Vincent Boland 

in London and 

John Lahate In New York 


European bond markets 
rebounded yesterday in 
futures-driven trading to 
recoup some of Wednesday's 
losses at the close, having 
earlier tested market lows. 
They continued to push 
ahead after the official dose 
on the back of a strong per- 
formance in the U5 Treasury 
market 

Despite the US Federal 
Reserve's decision not to 
raise interest rates, analysts 
said it was a case of pain 
postponed rather than 
avoided. 

There was some disap- 
pointment among econo- 
mists that the Fed had not 
raised rates - a move they 
said would require a bigger 
rise nest time, possibly in 
December. 


Activity in the cash mar- 
kets was light, however, and 
the overall tone remained 
one of consolidation, with 
lingering uncertainty over 
Asia and equity market vola- 
tility. 

“Trading was pretty thin. 
When Investors start playing 
around in the futures mar- 
ket, it can exaggerate price 
movements.” said Sonja 
Gibbs, international bond 
analyst at Nomura Interna- 
tional. 

GERMAN BUNDS steadied 
after a sharp fall In the pre- 
vious session that had been 
sparked by reports of selling 
by a Japanese institution. 

The December bund future 

climbed 0 30 yesterday to set- 
tle in London at 102-50 as 
investors looked ahead to 
data next week, including a 
closely watched business 
confidence survey from the 
Ifo institute. 

Analysts said the funda- 
mental backdrop for bunds 


was positive bat that there 
was enough uncertainty in 
the market, including the 
fall-out from continued vola- 
tility in share prices and the 
Asian crisis, to check any 
upward movement, with sell- 
ing seen on any rebound. 

UK GILTS also recovered 
from a sharp sell-off after 
investors took a calmer view 
of the Bank of England's 
inflation repent and the out- 
look for interest rates. There 
was some relief that the Fed 
had not raised Interest rates 
on Wednesday, hut econo- 
mists said the rise had only 
been delayed. 

The December gilt future 

settled % higher at 117* 

with some 118.000 contracts 
traded. The spread of lO-year 
gilts over bunds was 
unchanged at 124 basis 
points. Buying was seen at 
the short end of the yield 
curve, which was viewed as 
cheap after an earlier run-up 
at the long end. 


FRENCH BONDS, which 
usually follow bunds like a 
shadow, bucked the better 
European trend for much of 
the day after rumours that 
one Japanese seller was 
unloading a big portfolio. 

The notional December 
bond future settled 0.18 
lower at 98.70. However, It 
climbed back above 99.00 in 
later trading in line with the 
trend, with the 10-year 
spread over bunds standing 
at 2 basis points. 

ITALIAN BTPs posted fur- 
ther modest ahead of 
an auction today of up to 
L3,000tra of bands, with the 
market expected to respond 

well. The December future s 

contract settled 0.37 higher 
at 111.83. The 10-year yield 
spread over bunds stood at 
61 points. 

Investors are looking to 
see if preliminary inflation 
data for November due next 
week leave scope far a cut in 
interest rates. But analysts 


said such a move was 
unlikely ahead of the pas- 
sage of the 1998 budget; 
which cnntaims painful wel- 
fare reform measures. 

SPANISH BONOS also 
rose, with the December 
futures contract settling QA6 
higher at 103.48. The spread 
over bunds stood at 39 basis 
points. The market was 
cheered by good inflation 
data for October, which cre- 
ated a better outlook far a 
cut in interest rates. 

US TREASURIES rose 
slightly as Federal Reserve 
c hairman Alan Greenspan 
gave testimony about the 
Asian currency crisis to a 
Co n gres si onal committee. By 

early afternoon the 30-year 
bond was up A to 100J|, 
yielding 6.086 per cent, near 
its lowest yield of the year. 

The two-year note was * 
higher at 99ft, yielding 5.641 

per cent, while the 10-year 
note was up * to 102*, yield- 
ing 5B39 per cent The Fed- 


eral Funds rate stood at 5* 
per cent. 

Trading volume was mod- 
erate, with prices moving 
little in morning trading. 
The fall-out of yesterday's 
dramatic fall in the US stock 
market, added to ths Federal 
Reserve’s decision not to 
raise short-term interest 
rates, did not sharply affect 
Other markets overnight 

“The speculation last 
night was that worldwide 
markets would get hit They 
didn't, so we opened weaker 
today,” said* Marcello Frus- 
tad, senior vice-president 
and trading manager at 
Daiwa Securities in New 
York. 

First-time unemployment 
rfahns dropped as expected 
for the first week of Novem- 
ber, by &Q00 to 310JXXJ- In a 
separate report, non-farm 
business productivity for the 
third quarto- was shown to 
be up 45 per cert, stronger 
than expected. 
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EIB offers $lbn of 
floating-rate notes 


■ SHORT-SELLING HEDGE FUNDS 

Positive performance in October 


New international bond issues 


INTERNATIONAL BONDS 


By Edward Luce 
and Samer Iskandar 


The European Investment 
Bank injected a dose of 
liquidity into the new issues 
market yesterday with its 
first large-scale floating-rate 
dollar offering. 

The Slbn five-year FRN, 
the EIB’a first dollar floater 
since a SlOOm issue In 1994, 
was priced to yield 20.5 basis 
points less than three-month 
Libor at re-offer. 

An official at Barclays 
Capital, joint lead with Salo- 
mon Brothers, said that the 
deal widened marginally to a 
spread of 18-19 basis points 
through Libor after pricing. 


The bank had nevertheless 
sold about 80 per cent of its 
allocation. 

Officials said the deal, 
which is the largest primary 
offering since the turmoil 
spilt over into the eurobond 
markets three weeks ago, 
was packaged to reflect 
investor worries about both 
the credit and interest rate 
markets. 

“Investors are steering 
well clear of credit spreads 
in the current environment," 
said the banker. “They are 
also worried about interest 
rate volatility. Only a triple 
A floating-rate Issue is going 
to capture the mood.” 

Traders said that the deal, 
the first sovereign or supra- 
national dollar floater to be 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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&14 -0X5 

6X8 -0X1 


-0X5 *0.14 

-0X3 +0.14 

-0X4 +619 

-0X1 +0.14 


4X00 106X300 
4X00 117X500 
3X00 109X700 
3X00115X200 


041 -0.10 

121 -0.10 
1X8 -0X8 

2X7 -0.06 


-0X7 -0X9 

-0X1 -0.15 

- -0.14 

+0X3 -0.17 


7X00 104X200 
5.760100X300 


444 -0X4 

5X1 -0X4 


-0.01 +0.10 

-0X2 +0.07 


6X00 89X860 
8X00 109X268 


6X4 -0X1 

6X3 -0.11 


+0X6 +0.15 

+0X2 -0X6 


9X00 105X500 
6.750 106X000 


4X6 +0X3 

5X1 +0X1 


6X001042731 
6X25 104.1674 


5.10 -0X5 
6X2 -0X4 


7.400 104X860 
7X50 109X359 


11X00 106X040 
0000111X200 


4X1 -0X7 

SX7 -0X7 
5.12 -0X5 

037 -0X7 


4X00 1024500 
4X00 106X000 


2X8 -0X6 

3X8 -0X1 


6X00 <WQP*W 
6.760 99.4376 
7250103X875 
8X00 116,1563 
5X761002420 
7250 107X680 
6125 101X600 
6X75 103X781 
5X001002600 
5X00 B7XS00 


7.18 -0X5 

6X5 -0X8 
6.74 -004 

6X3 -0X4 

6.72 -0X1 
5X7 -0X3 

5X0 -0X2 

ai5 -0X1 

4.77 -0X4 

5X0 -0X3 


London doting. •New fM wtd-daf. 

YMdK lacd nm ratrara' /V nutaraa ytda G 
M at 12.5 par eM payable by nonra aM ra re . 


Souro* Memc&re Ora/FT i 
. VMM* wwim tor Be* exclude « 


10 YEAR BENCHMARK SPREADS 

Stored Spired 


Spree? Spread 


Nov 13 

BM 

VMM 

«a va 

Bunds T-BMs 


BM 

YtaM 

VS 

arts T 

feMHRa 

600 

-03? 

-0.13 


663 

*1X1 

AUMriB 

570 

♦ooe 

-a i6 

Ncnra 

681 

+0.18 

BtAjfcre 

676 

-0.14 

-0.10 

PonuoM 

0X2 

-040 

Cnde 

643 

-0.10 

- 0.43 

span 

607 

♦0X5 

Omret 

614 

-0X2 

+ 0 x 8 

Swaftn 

637 

-0.76 

Flrrend 

6B1 

-0.19 

-0X3 

Owtzftand 

3X8 

-1X4 

Franca 

683 

+0X1 

-023 

UK 

673 

*1.11 

□anreny 

3X2 

• 

-024 

US 

686 

+024 

Iratand 

612 

+a» 

+020 

ECU 

680 

+018 

Wy 

B.M 

- 0 x 2 

+028 

Santo: MeraeOw ObbvFT tatonnOic 

Japan 

IXfl 

-3X4 

-4.18 

London darina 

* Now Ywk darino. 

NMsrtWS 

6X1 

-0X1 

-023 

ftmuoasod yWd breta. 



EMERGING MARKET BONDS 


Bed Sap 

Mov 13 date Coupn Rating 

Jimuuoptr >: 

Croatia KMT 7X00 BBB- 

Pofcmd 07/00 7.750 BBB- 

Ftusla 11/01 9250 88- 

■ CA'nfexiisHGA'* . - 
Argentina 01/17 11X76 BB 

Brad 11/01 8X75 B8- 

MaxJco 01/07 9.875 BB 


De/s Mth’a Spnl 

Btd chge chge vs 

yield ytd ytd US 


96X314 

103.0482 

942020 


&17 -0.05 4083 +229 
044 -0.17 -0X8 +0.71 

11.11 -002 +016 +5X5 


11X7 -0X2 +1X9 +5X9 
9X2 -002 +1X3 +4X8 
10X0 +0X7 +1.44 +4.14 


■ asm . •. ; _ •; . . ....... , *. _ . 

China 07/06 7.750 88B+ 1032560 722 -0X2 +0.18 +1X7 

Philippines 1Q716 0750 BB+ 85.5541 10X1 +016 +1X8 +4X4 

Thailand 04/07 7.750 A- B60525 10.10 -049 +004 +424 


■f AflUCA/MffKXJE EAST 
Lebanon 07AM) 9.12S 88- 

South Africa 12^9 9X25 B8+ 

Turkey 05/02 10X00 B 

■ BBADYBOtoS ■ ■ 

Argentina 03/23 5X00 BB 

Brad 04/24 5250 B8- 

Motdee 12/19 6250 BB 

VoMBMiB 03/20 6.750 B+ 


102X585 621 +0.19 +048 +&4S 

104X196 7X3 - +029 +1.38 

9BX882 10X7 +002 +1X6 +4X9 


65X006 9.55 +020 +1X4 +049 

63.1103 8X4 -002 +1X5 +077 

78X265 061 -002 +074 +060 

81X152 8X8 -0X2 +0X6 +ZJ6 


London etadng. Pncas kt USS. 
Stsndad 1 Pqoi* 9 ratings. 


Suwi* Interacted Dets/FTWemraoe. 


offered since Italy tapped the 
markets last spring, was 
priced relatively fairly com- 
pared with other borrowers. 

Italy, for example, was 
priced to yield eight basis 
points below Libor and is 
now trading at around 13.5 
basis points below. The UK’s 
dollar floating-rate note is 
trading at around 27 basis 
points below Libor. 

Officials said the deal was 
mostly taken up by UK asset 
management funds and 
other institutional investors. 
The nfflrfai added that the 
funds wanted to invest in 
highly liquid paper which 
would be easy to Bell at short 
notice. 

“We had to make it at 
least glbn for these pur- 


AjdoobI O n u w H Price Mrtatiy Raw 

European Investment Bank* Ibn (a) 98X03R Nov 2002 0.1SR 

Student Loon Mds Aasoe* 400 5X9* 100X0 Nov 1998 0.125 

ABN Amo Bank 750 6X0 88.10 Nov 2007 040 

Cerinvesl(b) 50 5X25 101X75 Dec 2003 1X75 


Barclays CepM/Satanon 




Bnol terra, nan-callable unless stated. YtaM spread (war relevant go v ernme nt bond) at launch ; 
♦Undated. * B uatt i g - ra as note. 6 So m l a nnual coupon. R; Read re-oAar price; fees shown at re 
-2Sbp. b) Pays ki Ecu prior to Emu. 6 Over Interpolated yield 




poses.” said the banker. 
Tor the funds this is a 
better option than keeping 
their assets in cash while 
the equity markets are so 
volatile.” 

The US STUDENT LOAN 
MARKETING ASSOCIA- 
TION issued *40Qm of two- 
year notes. The issue, lead- 
managed by Lehman 
Brothers, was launched 
under an wil t in g medium- 
term note programme. 

T 4*hmn-n Said the deal Trad 

been put together to satisfy 
demand from “a couple of 
investors”. 


A syndicate official said 
the short maturity reflected 
the buyers’ defensive atti- 
tude fallowing the global tur- 
moil of the past few weeks in 
the finmnriai markets. 

Elsewhere. ABN AMRO 
targeted Dutch institutional 
investors with a FI 750m 
offering. The 10-year bond 
was priced to yield a spread 
of 45 basis points over the 
Dutch c u rve. It tightened by 
about three basis points 
af te r la unch 

"This is a good time to 

launch in re i r r ran fftaB Tike the 
guilder,” said one nffltdai 


"There isn't much paper 
around far the Dutch funds 
at tii ** moment.” 

• Basque du Liban et 
d’Outre Bfer, Lebanon's larg- 
est bank, with total assets of 
more thaw $3bn, is planning 
to its eurobond debut 

with a dollar-denominated 

issue. SBC Warburg Dflton 
Bead wfil be lead manager. 

Moody's Investors Service, 
the US credit rating agency, 
yesterday assigned its Bl 
rating to the bond - the 
highest a Lebanese issuer 
mn achieve on a foreign cur- 
rency debt deal. 


to eastern Europe showed 

farmance. falling on average by 8-66^per cent to 

Hedge Fund Research, the Chicago-based perforaanoe 
tracking company. However, these funds have 1 
more than 70 per cent since the beginning cf - t ^^f r ' 
mairing them the best-performing category of hedge 

^Market-neutral funds, which do not take a view on the 
direction of markets, were largely immune to f 
sell-off Convertible arbitrage funds, which tooknr pric- 
ing anomalies between convertible bonds and their under- 
ling shares, rose 1.32 per cent. Fixed mcomefunds also 
showed positive returns. HFR’sind^ torfimds mve^ 
in mortgage-backed securities had the best monthly per- 
formance, rising by 1.48 per cent 
Short sellers of technology stocks benefited from the 
market's correction and remain bearish. “They behave 
the sector to be overvalued with deteriorating fundamen- 
tals,” HFR said. Samer Iskandar 


■ PORTFOLIO PERFORMANCE MEASUREMENT 

CDC, Frank Russell agree link 


Caisse des Dfepdts et Consignations, the French state- 
controlled financial institution, and Frank Russell, an 
investment management consultancy, have announced an 
agreement to measure the performance of financial port- 
folios. CDC said the partnership would broaden the range 
of services it provides to custody clients. Samer Iskandar 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL fffBICH BOND FUTURES (MATTF) FRSOOXOO 


CORPORATE BONDS 


INTERNATIONAL BONDS 



Open 

Settpriee Change 


Low 

EaL voL Open bit 

Dec 

98.72 

99X8 

-0X0 

98X0 

98X8 

9.822 

101X62 

Mar 

9620 

98.18 

-aia 

9622 

96.0* 

1,843 

13,410 

J<*i 

07.7B 

37.74 

-0.18 

97.78 

97.78 

- 

- 


Red SAP 
date Coupn R ati n e 


Day's Mth'8 Sprd 
Btt chge chge v 
|4etd ytd yW Govts 


■ LONG TERM FRENCH BOND OPTIONS (MAT 


Strike 

Rice 

Dec 

- CALLS “ 
Jen 

Mar 

Dec 

- PUTS - 
Jen 

Mar 

98 

1X2 

0X4 

1X0 

ai4 

0X8 

0X4 

99 

0X4 

QX8 

1X2 

n?B 

0X9 

1.18 

100 

0X3 

0X4 

0.78 

0X5 

- 

1A1 

101 

0.18 

0.19 

0X8 

. 

- 

. 

102 

0.08 

0.09 

a42 

1.18 

- 

- 


Pec Befl 

07/02 

7XS 

AA- 

103X239 

6X5 

-0X2 -0.15 

+045 

NY Tel 

08/25 

7X0 

A+ 

97X258 

7.19 

-0X3 -Q.12 

+1X7 

CWE 

05/06 

8X0 

see 

10Bj4849 

8X5 

-0X2 -U18 

+0X8 



GBCC 

' 05/07 

8.75 

MA 

118X441 

6.42. 

■^LOX.^021 

+0X5 

Sene Cm 

138(02 

7X5 

Af 

108X802 

6X8 

-0X3 -0LT8 

+048 

USWeet 

01/07 

7X0 BB&r 

102X529 

8X4 

-0X3 -0X3 

+1X7 







D»/e 

Min's 

Spread 


Nad 


SS P Bd 

Bid 

cbge 

c*i9* 

V 

Nov 13 

Hera Coupon 

Rating price 

yw 

yw 

yio 

Govts 


issm 





SS# 


BB 

oao7 

6750 

AAA 100X100 

5.70 

-0X5 

*0X8 

+008 

Speln 

01/07 

6750 

AA 99.7000 

5.79 

-OX* 

+0.11 

♦017 

PrOp Marita 

03/04 

5X75 

A 862809 

670 

-0X2 

+0X1 

+0X4 

ABN Amro FRN 

03/05 

3X25 

n/a 99X811 

5X2 

-0X4 

*0X6 

+614 




Em. ml km. Cak 22J0Z Are 7 jB 10 . PtMtaa dar* <>PM tat. Qrii 10OEM nre 1034S1. 


WMXTach 
Waf Mart 
Dayton Hud 


Germany 

a NOTIONAL QHUIAH BUND FUTURES OJFFQ- DM2SDX00 IQOtha of 100% 
Open S«tt pries Changa hflgh Low Eat vol Open btt. 
Dec 10228 102X0 +0X0 102.70 102.17 175705 254061 

Mar 101X0 101X2 +020 101X5 101X0 1802 15321 


04/99 62S A- . 99X126 

05/02 6L75 AA 102X507 

06/21 9l7D BBB+ 127X606 

04AJ7 7.14 N/A 106.7841 

OSOO 7X0 WA 103X273 

02/18 8X5 N/A 127.1251 

06/06 ' 8X5 N/A 118X152 


Austria 
Abbey Nat 
CredFondar 
Abbey Nat FRN 


01/04 5X00 AAA 100X400 5X8 -0X5 +0X8 +0X4 


6X1 -0X1 +0.14 +0X2 
621 -0X2 -0.14 +0X1 
722 -0X2 -0.17 +1.10 


02AM 6X00 AA 102X300 5A9 -4UM +0.13 +0.14 

02/04 9.125 'A 117X600 5.7B -0X5 +0.12 +0.43 

09/06 4X10 n/a 100.1404 4.40 -0X4 +0X9 -1.06 


106.7841 

103X273 

127.1251 

1182182 


6.17 -003 -028 +030 
5X4 -0X4 -014 +0L 10 
6X1 -003 -0X0 +0X8 
017 -0X2 -022 +0X0 


Stone Com 02AJ1 8X8 B 101X750 0.00 ' - 

AKSti 12/01 9.13 B8- 104X000 0X0 

Pactfa 000)4 10.75 a- 89X000 0X0 - - - 


BB 

02/07 

7X00 

AAA 

106X500 

6X5 

-0X5 

+0X9 

-0X9 

Abbey Nat 

02(02 

exoo 

AA 

103.7500 

5.77 

-0.07 

♦0.10 

+0X9 

VMtOtaiey 

0600 

8X2S 

A 

106X500 

5X1 

-0X0 

-0.10 

♦042 

Atixy Nat FRN 

03/07 

6000 

A fir 

101X741 

7X1 

-610 

+0.77 

♦1X7 


&M 

w*. 

~r; r l 





BB 

124J7 

7X25 

AAA 

103X585 

7X6 

-OXG 

+0X9 

+0X3 

OraiftwrBk 

12/07 

7.750 

AA 

101X174 

TA7 

-008 

+041 

+674 

R8S 

014D7 

6375 

A+ 

105.1500 

7X7 

-0X6 

+040 

-0X4 

Abbey NN FRN 

02/02 

7.400 

AA 

89X277 

633 

-0X6 

+0X5 

- 


■ BUND FUTURES OPTIONS (UFFE) PM25Q.OOO polrtta ot 100% 


NHYMMog. 


Strto 

Price 

Dec 

Jen 

GALLS - 
Feb 

Mer 

Dec 

Jen 

PUTS — - 
Feb 

Mar 

10250 

028 

0X5 

0X8 

674 

0X8 

1X3 

1X4 

1X2 

10300 

aio 

0X1 

0X9 

0X5 

680 

1X9 

1X7 

1.73 

103S0 

0X4 

aio 

0X8 

040 

1X4 

1.78 

1X4 

2X8 


Standed 4 Poor's ratings. VMctc aen+eanuri baabi. 


&wt« tatarai an Ora/FT Wbrnretan. 


EM. veL tataL Cats 19772 Are 18351. Amrioua da/s open tau Cm 230642 Pub 292216 


US INTEREST RATES 

Latest 


B NOTIONAL GERMAN BUND BOBU FUTURES 
(PTBJ DMZSftOOO IQOtra of totwt 


Ore met. 
T«o ren&i - 
Ttore muuDi 


Tlmy BBS aid Bond Ytekte 

- TwtyaM 

- Itnajav 

529 FWeyrer 

UB ll+yaar 

548 JJ-yaar 


BB 

04/07 

7X50 

AAA 

1065496 

BXO 

-606 

-622 ■ 

ABNArrac 

08/07 

7.125 

AA- 

103X209 

658 

-610 

-616 - 

Quebec 

01/07 

7X00 

A+ 

102.8429 

681 

-0X6 

-0.11 ■ 

CMcorpFRN 

02/04 

6781 

A+ 

98X013 

5X0 

-0X9 

_ . 


•Vr 

r : r.t - ■■■ l 
V.- ft .-■vV-' 

: 

•Js •/+'*.._* -4-sr/tr *+i 

Bayer L-Bk 

084)4 

9X00 

AAA 

1267783 

5X8 

-0X2 

-0X7 ■ 

Toronto 

06*4 

6800 

AA+ 

118X137 

6X2 

-0X2 

-0.15 ■ 

BeS Canada 

07/99 

10X26 

A+ 

108X536 

4X0 

-602 

+605 ■ 

Deutsche B FRN 

09/02 

5X75 

AAA 

I 

5 

841 

-602 

+602 ■ 




Open Sett price Cbange High Low EaL vol Open Int 
10327 103X7 +0X3 103X8 10317 115X46 237.107 

102.65 102X0 +0.12 102X7 102X3 1.664 39X57 


spam 

Criad Fonder 
Italy FRN 


03A2 5250 AAA 117X500 1X3 -0.13 -020 

00/02 6.700 AA 119X500 1.12 -6.10 -X.17 +0X9 

08«2 4.750 A 114X126 1X2 -ail -a 18 +0A6 

07/89 0X84 AA 100.4278 020 -0.10 +0X7 -021 


. .. . , eouca; mraadkre Drai/FT Momattan 

Standard & Poo/S ratag a. YUSk Local mats atandbd/Amialaad baab. 


Italy 

■ NOTIONAL OAUAN GOVT. BOM) (BTP) FUTURES 

(UFFET Ura 200m IQOtfte of 10094 

Open Sec price Change Hgh Low Eat vol Open Int 
Dec 111X0 111X3 +0X7 111X7 111X7 86950 115283 

Mar 111X5 111.68 +0X9 111.70 111X4 2046 4607 

B UAUJUIQOVT. BOW) PTP)FUTUBE3 OPTIONS {UFF9Ura2Q0iTi100BB 011 00% 

Strtka ■■■■ CALLS ■ -- PUTS - - 


UK BONDS 


Price 

Dee 

Me 

Dec 

Mre 

11160 

0X8 

1X8 

62S 

1.10 

11200 

618 

1X0 

0X3 

1X2 

11250 

0.05 

0X6 

0X2 

1X8 


FTSE Actuaries OovL Socurities 

Price bxfcaa Thu De/e Wad Accrued 

UK OBta Navis changed Nor 12 Interact 

1 Up to 3 yean (19) 118X2 0.10 118X0 2X3 

2 5-15 years (20) 156.17 0X4 155X4 3X9 

3 Over 15 years (4) 187X7 0X3 186X8 4X7 

4 Irredeemables (4} 226X2 -0X1 227X0 348 

5 Al atDQka (47} 14925 029 148X1 316 


UK Indices 

-Low coupon yield- - M ed iu m cmvoit yield - — HMi ooupon yield — 
Nov 13 Nov 12 yy. ago Nov 13 Nov 12 Yr. ago Nov 13 Nov 12 Yr. ago 


91X7 5 yn 

922 15 > r» 

377 20yre 
9X0 brad.t 
364 


7X6 7A2 
8.75 7X8 
373 7X5 


> 1807 Pies 8065. Puriu m dt/S opan Int. CaSa 127555 Aria 126388 


Spain 

■ NOTIONAL SPANISH BOND FUTURES (MEFF) 

Open Sett price Change Hgh Low Eat vol Opan Int 
Dec 103X8 103/46 +0/40 103X6 102X6 61X63 96X07 

Mar - 103X0 601 


6 Up to 5 years ft} 

7 Over 6 yans(10) 

8 Ati etOCka(12) 


lip to 5 yra 
Overs yrs 


— Inflation 8% — 
Nor IS Nov 12 Yr. ago 

3X0 3X0 326 
321 321 3X2 


— britation 10% — 
Nov 13 Nov 12 Yr. ago 

2-52 2X2 2X3 
2X9 2X6 3.43 


Arcrera poaa redwa pri oo ytakta we sfwr above. Ca*xx\ BmhN; Umt 0N-7WK; Madtro 8K-10UK; Hgto «K m ow. t fw ytald. ytd Yew hi dam. 


■ NOTIONAL UK OB.T RiTURBS (LffFE}* £50X00 32nda of 100% 

Open Settpriee Change H&i Low EaL vol Open kn. 
Dec 11B-20 117-01 +0-12 117-12 116-15 118935 1514S6 

Mar 117-10 117-18 +0-11 117-26 117-07 2419 35004 


FT Fixed Interest Indices 

No»13 Nor 12 Nov 11 Nov 10 Nav_7_ ttago Htff LoW Nov 13 Nov 12 Nov 11 Nov IQ Nov 7 Yr N atr Low* 

OovL Sees. (IK) 98X5 9366 9325 89X7 9393 83X1 101X3 93X1 need taterrat 131.02 131X2 132.36 132X4 132X3 11557 
° Fr ^ E>l ** riM f ?? l ?n L y. 1 .l ,gr '. ** ^ ia97 - ?°vreipwet SaouMtae Ngh «tnw oompBMfani 1Z7A0 tM/Di/aa. ba 40.18 lamw/wn rticea hTOrM! I .If 3 ' 54 11SJ * 

eomptadtorc m«7 (21A>V»9. low 6053 (toOVT^. Breta 100: Gmanmant SacutHre ISnuffli and Fired Man* i9B3KacMy kidtare reSSw<“ ^ 


UK GILTS PRICES 


JjaaWee e + w- Up law 


-Brill- w52l 

M flea fttat+jt- 


■ LONG GILT FUTURES OPTIONS (LB=F^ £50X00 64tha of 100% 


SMre 

Price 

Dee 

•ion 

CALLS - 
Feb 

Mar 

Dae 

Jan 

PUTS — 
Feb- 

MW 

117 

0-34 

1-25 

1-48 

2-03 

0-32 . 

0-53 

1-12 

1-31 

118 

0-12 

0-55 

1-18 

1-32 

1-10 

1-19 

1-44 

’ 1-60 

1W 

0X4 

0-32 

055 

1-07 

2+02 

. 1-60 

2-19 

2-33 


em. «ol coca. Cara 74S0 Put* son. Pimtom my* opan tau CMta 1 


Ecu 

■ ECU BOND WTWB (MATS 5 } ECU100X00 
Open Sett pica Change Hltfi 
Dec 97X6 37.70 -4L» 07.72 


l>eli"|Uii»reteBwBe°4 

Trias 4 3 #e1998tJ__ 333 

ExbMtacIBSS 371 

TriW71»pc«98^ 725 

TnwIPajCSB# 1452 

Esri)T2yc192B 1143 

Tlra^zcctaBStt 828 

Es?im<eeta» m2 

TtO110>tiEl3S HUM 

Triw toe 1399 « 8,12 

Cooilffiipcun 172 


658 UB 
723 Wg 

727 100 
734 M6A, 
750 104i 
7X. IE’s 

- 100* 
7X1 1084 

728 1044 
7.18 985 
728 im 


imi 

-A n« 

— tow 
*A MP. 

w»a 

*Jk 

+* im 

+i 99A 
+A KB*» 


EsLvoL Open Int 
386 7X58 


TlBM Wpc2D0S_ 

im TnaiiigacsoDM 

Wfli 

too 

106V Cm 

IMi TlssiBVjcaWW^;. . 
87Q cmPzpcaK— — 

100 Ettii1(^cZB6 if 

USA T>m 12 tape iOB-6 — 

ItHQ lteB3»»C20aJtt 

96il Gm9%ac2008 i 

Uw TlQB7>2lic2D06t± 

Hft»7VpcZ606tt 

irattoezao-6tt 

TriBllVpc 20IB-7 

TnDSitfeaoarTt 

TUB 7!<pc 2007ft 


■ US TREASURY BOND FUTURES (C8T) 5100X00 32nds Of 100% 



Op«i 

1 more 

Chenge 

Hgh 

Low 

Esl voL Open Int 

Dec 

118-08 

118-03 

-0-02 

iia-17 

117-28 

388.714 

591X44 

Mar 

117-31 

117-2B 

-0-03 

118-06 

117-21 

4X07 

120X33 

Jun 

- 

117-17 

- 

- 

- 

361 

13X97 
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CURRENCIES AND MONEY 


Yen weak despite talk of intervention 


MARKETS REPORT 


By Simon Kuper 


The yen remained near its 
lows for the year yesterday 
despite reports that the 
Bank of Japan had either 
intervened in the market or 
was debating when to do so. 

One report said that the 
central bank had sold dollars 
for yen in Singapore, while a 
Japanese newspaper wrote 
that the bank and the minis* 
try of finance had been con- 
sidering intervention since 
last week. U said they feared 
that any action might fail, 
given Japan’s poor economy 
and falling stock prices. The 
reports briefly lifted the yen 
off its overnight low of 
Y126.6 against the dollar, but 
later the currency fell again. 

Neil MacKinnon, chief 
economist at Citibank in 
London, noted the fall in 
holdings of US Treasury 
bonds by foreign central 
banks over the last fort- 
night That could be due to 


sales by the Bank of Japan, 
he said, which might suggest 
that the bank would- inter- 
vene or had done so. 

Richard Medley, the’ New 
York-based hedge ftmd con- 
sultant, said he had gathered 
that the main concern of 
Japanese officials was sim- 
ply to prevent an excessively 
abrupt fall in the yen. They 

were tom over whether or 

not to support their cur- 
rency, he said. 

Pears for Japan's troubled 
banks damaged the yen 
again yesterday when EBCA, 
the credit agency, down- 
graded its ratings for Fuji 
Bank, the Industrial Bank of 
Japan and Sakura B ank. 

Alan Greenspan, nhair^an 
of the Federal Reserve, said 
that the effect of the south 
east Asian markets crisis on 
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the US economy “can be 
expected not to be negligi- 
ble”. But his remarks hurt 
the yea at least as much as 
the dollar, because Japan 
sends more of its exports to 
south east Asia than does 
the US. 

The pound surrendered 
scone of its recent gains to 
profit taking, driven partly 
by a report from the Market 
News agency that the UK 
would oiter European eco- 
nomic and monetary nniop 
by 2002. The Treasury said 
the story was “false, irre- 
sponsible and totally with- 
out foundation”. 

The Brazilian real’s peg to 
the dollar stayed under 
attack, despite . Monday’s 
$18bn fiscal austerity pack- 
age. Three-month Brazilian 
interbank rates stand above 
50 per cent But the besieged 
Korean wen gained a breath- 
ing space yesterday, as 
Korea’s central bank contin- 
ued to buy Its currency. The 
won was slightly firmer last 
night at 984 to the dollar. 
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The yen closed unchanged 
In at Y125.9 against 

the dollar. The dollar was 
barely changed against the 
D-Mark at DMl.723. 

The pound dropped 1.4 
pfennigs against the D-Mark 
to DM2.927 and 0.8 cents 
against the dollar to $1,698. 
Mr MacKmnnon said ster- 
ling faced stiff resistance at 
$1.71, its highest level for the 
year against the dollar. 


■ Japanese investors have 
started selling their foreign 
assets, says Carl Weinberg, 
chief economist at High Fre- 
quency Economics In New 
York. If so, that could soon 
start counteracting the slide 
in the yen. 

Mr Weinberg notes new 
ministry of finance data 
showing that Japanese were 
large net sellers of foreign 
bonds and stocks this Sep- 
tember. By contrast, in Sep- 
tember i996 they had been 
net buyers. 

Mr Weinberg thinks the 
recent sales will continue. 
The fen in the Nikkei 225 
stock index of more than 25 
per cent since June has 
diminished Japanese compa- 
nies’ collateral, making it 


harder for them to borrow. 
The fragile state of banks is 
no help either. Companies 
have bonuses and taxes to 

pay at the end of the year. 

Mr Weinberg says they will 
therefore keep selling their 
foreign assets ami bringing 
the money back home. 
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■ Belief is growing that Ger- 
man interest rates will rise 
only slowly ahead of Emu. 

Klaus-Dieter Kuehbacher, 
one of the bank's doveish 
council members, elaborated 
on statements he had made 
earlier, saying: “in Germany 
there is no need for higher 
interest rates. Neighbouring 
countries most instead bring 
themselves into line with 
us." European rates have to 
converge before Emu. 

Euromark futures con- 
tracts rose to reflect the fall 
in expected rates. The 
December 1998 contract 
jumped 10 basis points to 
price in a repo rate of about 
4.5 per cent. The level today 
is 3-30 per cent. 
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■ THRfifi MONTH PHIOR H/TURES |MA7TF1R3ri9 (nurbank ottered r ate 
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- 4 Li 

- 5iJ 

•5.1 

4>j 



Open 

Sett pree Change 

High 

Low 

Eif vd 

Open rt. 

Dec 

9620 

9620 

+0.01 

9621 

96.1B 

8,504 

54.857 

Mer 

9090 

9591 

+0.02 

95 SC 

95.68 

10164 

56.312 
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95.66 

95.68 

+OJJ3 

95.69 

9063 

757 

31.563 

■ THREE MONTH EUROMARK FUTURES (LIFFE)’ DMIm pome, of 1O0S 


Open 

Sad price Change 

High 

Low 

Est vol 

Open ini 

Dec 

96.14 

B8-15 

+0 03 

96.17 

9613 

45274 

295681 

Mar 

9090 

9522 

+0 05 

9506 

95.88 

36493 

309355 

Jun 

9060 

95.69 

+006 

95.74 

95.6J 

41413 

279703 

Sep 

9047 

9052 

+007 

95 55 

95.46 

32304 

2C3119 

■ ONE MONTH KUROMARK FUTURES (UFFET DM3m pools of 100H 
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■ THREE MONTH EUROURA FUTURES (UFFET L 1000m 

ports of 100% 


Open 

Sett price Change 

High 

Low 

Esl vol 

Open nt 

Dec 

9056 

93.65 

+0.11 

93.72 

9303 

17209 

105404 

Mar 

9420 

94.38 

+0.13 

9144 

9424 

24925 

110417 

Jun 

94.78 

94.88 

+0.13 

9401 

94.75 

15497 

112761 

Sep 

94.95 

9003 

♦0.11 

95.07 

94.92 

6652 

67020 

a TMtS MONTH EURO SWISS PRAOC HiTURES (UFF0 SFrlm poem 0* 1004* 


Open 

Sett price Change 

Ugh 

Low 

Esl vol Open nt. 

Dec 

97.91 

9721 

+0.02 

97.93 

97.89 

6535 

T2» 1 5 

Mar 

97.71 

97.71 

+0 01 

97.74 

97 70 

6866 

54054 

Jun 

9751 

97.52 

+0.02 

97.54 

97.51 
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33165 
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97.36 

97 36 

+0.02 
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97.36 
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■ THRS MONTH ECU FUTURES lUFFEl Ecu 1m points of WKv 
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Sett price Change 
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9529 

95.32 

+0.04 

9032 

9529 

702 

9000 
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9524 

9527 

+0.05 
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6546 

Jun 

9520 
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+005 

9522 

95.20 
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9014 

95.17 

♦006 
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95.14 

165 
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* LFFE heurea otao traded on APT 






■ EUROURA OPTIONS (LIFFEJ LI 000m pofrits of 100% 




Strike 

Price 
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- CALLS - 
Mar 
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E0L vol total. Cafe 14970 Pun 5410. Previous day s ram W- Cafe 209783 Puts 100639 


CROSS RATES AND DERIVATIVES 
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■ THREE MONTH 6TTBILBfa TVTURES 


qjFFg esoo,ooo poinia of ioow 


■ PmAaBJPWA3CC/»OmOW» £31 550 (carts par ptxaid) 



Open 

Settpriee Change 

High 

Low 

Era. vol 

Open fen. 

Strika 

— 

- CALLS 


— — — - 

- PUTS — 


Deo 

9223 

8032 

+221 

9224 

9020 

189*1 

143790 

Price 

Now 

Dee 

Jan 

Nn 

Deo 

Jan 

Mar 

9222 

gg.gg 

+003 

9024 

92.18 

29564 

122419 

1580 

051 

nrao 

4.12 

0.10 

100 

030 

Jun 

32.18 

8220 

40.04 

92-23 

32.16 

19641 

106844 

1590 

1JD 

076 

354 

025 

157 

055 

Sep 

9026 

9229 

+2.06 

9031 

9024 

17967 

78437 

1.700 

150 

028 

001 

055 

001 

352 

Dec 

8041 

8042 

.4005 

9044 

8038 

9068 

B9584 

ftwrfoue (toy's vcL Cafe nto fhfe nto . 

Pw. day** open Bn, Cafe rv* Pixs nto 



Aka ended on APT. AS Open Irene * to- we tor prwtoue any- 
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■ SHORT STmLIWQ OPWOME QJFFE} £500500 polnta o? 10096 


Strike 

Price 

Doc 

- CALLS - 
Mar 

Jin 

Deo 

- PUTS - 
Mar 

Jui 

9225 

O.11 

014 

002 

0.04 

017 

027 

seso 

002 

005 

Oil 

ngn 

033 

041 

8275 

0 

001 

005 

043 

0.54 

0.80 

Era. »et 

KM. Qrt 3*815 Puts 11180 Pravtaui rtffe 

epal fr*. CMi 220539 2286 


S&fta 

Price, 

Nov 

- CALLS - 
Dec 

Jon 

Nov 

- PUTS - 
Dec 

Jan 

0580 

034 

nt» 

108 

0.17 

083 

089 

OSB5 

014 

087 

1-02 

0/42 

090 

1.13 

0590 

053 

047 

081 

082 

1.18 

142 


Prevtouedey^ wjL. Cafe irt Puto iVe . Pure, dayk open «, Cafe iVe Puts rvs 


QMM) Sim pofrits at 100% 


BASE LENDING RATES 


Adams Cenveny 725 
AEad IriSl B»* (OBJ >725 
•Henry Antehtf 725 
Banco BtoaoVUc^a 725 
Bank o< Cyprus 72S 
Bank □( mand 725 
BoAdlnSa 72 
BonkotSeeSRid 72S 
BoeJbjs Berts 725 
MgLdUdto 725 
MnwnS^teySCoUd 725 
QtlatNA 725 

dydesdaia Bank 725 
Tho CodpmAhw Bonk72S 
CouSeACo 


Exeter TiuatUnRod 825 
FtencUSGwiBar* 050 
•fiab9rtFtoi*g4Co725 
•CUfrinaas Mahon 725 
HBU>BankM32Mdi 725 
• Uai Phm i Bartt 725 
Heritable & Oen kw Bl 72S 
C. Hoare&Co 725 
Hongtarg & ShoniSrt 725 
heosne Bank (Utg LX1725 
Jifiai Hodge Bor* 72 
•UapddJasaglr&Scn 725 
Lloyds Bank 725 

9CdtotdB«* 725 
Ptotw eiatAiarm 725 


•Stager S Rtotiandar 725 
•SrrrihAWEarpon 725 
Sun Bar tiling Cop Lid 725 
TS0 725 

Urtitad Bar* at Kireafi.725 
UMV Trust Bank PIC 725 
W Uta a way lnfcfaw 72S 
YorfrsNreBar* 726 


• Mentos of Lonctoi 
bwesmere Banfrtag 
AiWlJ attw 
frijefriitai Uijmn 


Duanlwib 



Open 

Lauet 

Change 

High 

Low 

Era. vd 

Open frK. 

Dec 

B4.17 

94.14 

-003 

94.19 

94.13 

140906 

534548 

Mar 

94.15 

94.13 

-001 

94.17 

94.12 

115541 

434.142 

Jim 

94.10 

948B 

-am 

94.14 

9486 

8*825 

343840 


■ US TREASURY BOJ. HmiRES (IMM) Sim per 100% 


Dec 

9456 

94.93 

-OOl 

9485 

9483 

468 

4597 

Mar 

9582 

9581 

-002 

9003 

95.01 

138 

5.190 

Jim 

- 

9458 

+OD2 

9456 

- 

40 

536 


as Open frterest tigv we lor ptettas (toy 

■ BUftOMAim OPTKHTS (LFF9 DM1 m paints of 100% 


SMkb 

Prtep 

9600 


9660 

9675 


Not 

* Dec 

CALLS - 
Jon 

Mar 

Nm 

Dec 

PUTS — 
Jan 

Mar 

016 

018 

007 

Oil 

081 

0.03 

0.15 

0.19 

OOl 

Q82 

OOl 

0.03 

an 

012 

034 

056 

□ 

0 

0 

001 

055 

055 

058 

059 

0 

0 

0 

0 

060 

060 

083 

083 


Btt. w* total. Cafe 14269 Pure 6991. Prewous da^s open nL. Cafe 3961M Puts SZS1+1 
■ EUIWWBW WIAMC ePIHHia (UFFg SF» im ports oil OtHt 


70S 

•RuBrahen 780 

Strike 


- CALLS - 



- PUTS 

725 

Royal Bk cl SMtand 720 

1 Price 

Dec 

MS 

Jim 

Dec 

Mar 

725 
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COMMODITIES AND AGRICULTURE 


Oil traders sanguine about Iraq exports 


MARKETS REPORT 


By Gary Mead 
and Kenneth Gooding 

The deterioration of relations 
between Iraq and the UN was met 
by a muted response on oil mar- 
kets. On London's International 
Petroleum Exchange. Brent crude 
for December was up 28 cents to 
$19.91 a barrel in later trading, 
while on the New York Mercantile 


Exchange crude prices for the 
same month opened 23 cents 
higher, at $20.72 a barrel. 

Specialists said that although 
the political tension in the Middle 
East bad been tightened a notch 
or two. the crude oil futures mar- 
ket was relatively sanguine about 
any cessation of Iraqi exports, cur- 
rently running at an average of 
800,000 barrels a day, about 1 per 
cent of global consumption. 
Slightly more b ullish news came 


from the. US Energy information 
Administration, showing crude o3 
stocks in the US fell 12m barrels 
to 3l0.4m barrels In the first week 
of November. 

While gold yesterday continued 
to trade at. a 12-year low, silver 
pushed higher and through the $5 
an ounce level, driven, traders 
suggested, by a combination of 
physical, dealer and speculative 
demand chasing a diminishing 
amount of available wptai 


Silver's price in London dosed 
op 20 cents an ounce, or 2 per 
cent, at $5.06 and traders said 
$5.10 was now possible. 

Ted Arnold, analyst at Merrill 
Lynch, suggested recently that sil- 
ver would trade over the next 
month or two at between $4.40 
and $525 an ounce because invest- 
ment funds and "some of those 
old fashioned silver syndicates are 
keeping silver very steady and 
rather tight" 


Gold remained above. $308 .an 
ounce in London. It was “fixed” in 
the afternoon at $308.15. One 
dealer said: “I guess we will test 
$300 sooner or later." He recalled 
that gold's 198$ low was $260. 

On the London Metal Exchange 
the copper price was unmoved by 
news that an indefinite strike had 
been called at Neves Corvo. 
Europe’s biggest copper mine 
(112,000 tonnes a year), from 
November 24. 


Aluminium was the only LME 
metal to show gains following a 
4525 tonnes fell in the exchanges 

stocks of the metal- Nearly 25.000 
tonnes has been taken from LM* 
stocks in November so far. AW- 
minium for delivery in three 
months on the LME closed at 
$1,644 a tonne, up $5. 

On Liffe Wednesday's brief rally 
in coffee futures ran out of steam- 
Tha January contract closed $21 
lower, at $1,642 a tonna 


Dispute erupts 
over corn seed 


By Nikki Tart in Chicago 

Controversy broke out 
yesterday over genetically- 
engineered corn seed when 
Pioneer Hi-Bred, the big US 
seed group, said it would not 
use the trait which would 
make corn resistant to Mon- 
santo's Roundup herbicide. 

Monsanto, the large US 
life sciences group. Is a lead- 
ing developer of genetically- 
engineered agriproducts. 

Pioneer, based in Des 
Moines, based its decision on 
the marketing deal offered 
by Monsanto. In a letter to 
customers. Charles Johnson, 
chief executive, said the 
terms outlined for the tech- 
nology rights to develop and 
commercialise com hybrids 
with resistance to Roundup 
required “that we charge a 
substantial technology fee to 
our customers". 

In addition, be said that 
Pioneer believed Monsanto's 
conditions would “signifi- 
cantly limit the number of 
traits, genes and technolo- 
gies which we would be able 
to provide . . . from a wide 
range of other sources". 

“ We believe that corn 
growers do not want a single 
company in a position to 
control a large number of 
new traits, or combinations 
of traits . . . The value of 
many other value-added 
traits will far offset any 
savings associated with 
resistance to any single her- 
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bicide.” be said, adding that 
Pioneer would be willing to 
try to resolve these issues. 

But Monsanto dismissed 
Pioneer's complaints, saying 
that the company, which 
accounts for 40-50 per cent of 
seed com sold in the US, was 
simply taking a negotiating 
position. It said it was 
talkin g to numerous compa- 
nies, large and small, about 
licensing deals for the com 
product and maintained that 
technology fees were an 
accepted concept 

The genetic trait that Mon- 
santo is offering would allow 
for the development of com 
specifically resistant to dam- 
age if treated with Roundup 
herbicide, while surrounding 
weeds would be killed. 

Monsanto bas already 
commercialised “Roundup 
Ready” soyabeans and can- 
ola, and is looking to bring 
corn technology to market in 
time for the 1998 season. 

It has been estimated, for 
example, that “Roundup 
Ready" soyabeans will 
account for about 15 per cent 
of all soyabeans harvested in 
the US this year, despite 
having been on the market 
for only two years. 

Monsanto made takeover 
overtures to Pioneer earlier 
this year, but was rebuffed. 
Instead, Pioneer link ed with 
DuPont, the large rhemiraTic 
company, which paid $L7bn 
for a 20 per cent interest in 
the seed company. 


Spanish mining explores a new era 


T he start of work on 
Spain’s first base met- 
als mine for decades 
will be celebrated today in 
the hills near Huelva, the 
Industrial town and port in 
the south west of the coun- 
try. For gove rnmen t officials 
this is one more example of 
the revitalisation of Spain’s 
non-coal wtning industry. 

Today’s ceremony is at the 
Agues Tenidas zinc-lead- 
copper project, owned by 
Navan Resources, a UK- 
based mining company. Aus- 
tralian, Canadian, Finnish, 
French and Swedish groups 
are also exploring in Spain. 

Recent investment in non- 
coal mining and exploration 
is estimated to be about 
US$465m, with foreign com- 
panies accounting far more 
than 80 per cent. Most of the 
cash is being spent in the 
south west, for example at 
the Las Cruces copper 
deposit 15km north of 
Seville. 

Spanish officials wore wor- 
ried about the future of this 
project after RTZ, the UK 
international mining group, 
merged with its Australian 
associate, CRA, to form the 
world's biggest mining com- 
pany and re-examined its 
exploration ventures. How- 
ever, Rio Tin to confirmed in 
July that work would con- 
tinue. Early indications were 
that Las Cruces could pro- 
duce 50,000-70,000 tonnes of 
copper a year. 

Spain also has a good 
chance of becoming western 
Europe’s biggest gold pro- 
ducer. The gold is In Astu- 
rias. an area that 2,000 years 


ago provided the Roman 
Empire with much of its 
wealth. Rio Narcia, the 
Canadian company responsi- 
ble, revealed on Tuesday 
that reserves at its project, 
15km south of the town of 
Sales, had jumped by nearly 
one-third to 2.6m ounces. 
The project has been expan- 
ded and Rio Narcia hopes to 
produce up to 200,000 ounces 
of gold a year. 

All this win go some way 
towards compensating for 
the planned run-down of 
Spain's coal mining indus- 
try. The government has set 
itself the target of moderni- 
sing the coal industry and 
making it more competitive 
by 2002, eliminating all 
subsidies. 

This is likely to maan the 
effective shut-down of the 
state-owned Hunosa coal 
group, the biggest loss- 
maker in the country, which 
employs 40 per cent of the 
sector's labour force and 
accounts for 80 per cent of 
the subsidies - but which 
also produces about 14 per 
cent of Spain's coaL 

Spain's pragmatic 
approach to its state-owned 
mining assets had much to 
do with the Aguaa Tenidas 
mine going ahead. 

In May. Navan bought the 
Almagrera zinc-lead-copper 
complex from the govern- 
ment for about US$8m in 
wmh and debt in Spain’s first 
private sale of state assets. 
Almag rera is only 21km 
from Aguas Tenidas and the 
two dovetail neatly. 
Although the Almagrera 
minea are low grade and 
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Excavation under way at the Aguas Tenidas project 


marginal at present, the 
complex has some state-of- 
the-art processing plant. 

As Chris Neal, Na van's 
exec u tive director responsi- 
ble for its Spanish 
operations, points out, his 
company needed processing 
facilities to make Aguas Ten- 
Ldas economic. “Instead of 
spending $50m on them, we 
got them for $8m.” 

Mr Neal says: “We also 
picked up a ready-made. 


good Spanish management 

ham that knew what had tO 

be done to improve the 
mines, but had never been 
given fha raah anti harking 

to get on with it because 
Almagrera was such a small 
part of the state holding 
, company." 

There have been few 
redundancies at Almagrera 
- but a big reduction in the 
use of contractors - and 
Navan has negotiated a two- 
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Precious Metals continued 

■ GOLD COM EX (100 Troy at; S/troyMj 


Sett Defs 


0P« 


GRAINS AND OIL SEEDS 

■ WWAT UFFE (100 tonnes; E per tonne) 

Sett Du's 0m 



Cash 

3 mills 

Close 

1818-7 

1643-4 

Previous 

1610-11 

1638-39 

High/low 


164971832 

AM Official 

1607-06 

1635-350 

Kerb dose 


1648-50 

Open hit 

256.782 


Total Italy Turnover 

83.881 


M AUUMMUM ALLOY (S per tonne) 

Close 

1477-62 

1485-7 

Previous 

1477-62 

1485-88 

Kghriow 


149071485 

AM Official 

1478-80 

1482-85 

Kerb dose 


1487-90 

Open int 

6468 


Told daiy turnover 

950 


■ LEAD (S per tonne) 


Close 

572-4 

586-8 

Previous 

5770-78.5 

5910-92.0 

Hlgh/tow 


583/581 

AM Official 

568-69 

582.5-83.0 

Kerb close 


584-5 

Open int. 

31,170 


Tout Oariy tieruver 

5.686 


■ NICKEL (S per tonne) 


Close 

6130-35 

8215-20 

Previous 

6195-205 

6280-85 

HKjtvTow 


6260/6190 

AM Official 

612&J5 

6190-200 

Kerb close 


6210-15 

Open mt 

60004 


Total dally lumotw 

23,540 


■ TIN (S per formal 




Close 

5555-65 

5540-50 

Previous 

5605-10 

5585-600 

HWtow 


5580/5510 

AM Official 

5520-30 

5520-25 

Kerb ctoso 


5555-60 

Open mt 

14086 


Total daily turnover 

4.066 


■ ZMC, apocU high grade ($ per forma) 

Close 

1 1860-7.5 

11910-20 

Previous 

1172.5-73.5 

1197-98 

Hoh/tow 


1200/1185 

AM Offldol 

1607-8 

1635-5.5 

Kerb dose 


1187-8 

Open mt 

62.150 


Total daiy turnover 

18.630 


* COPPER; grade A (Spar tonne) 

Close 

1839-40 

1963-30 

Previous 

1856-57 

19770-780 

High/low 

1936 

1968/1956 

AM Official 

1935-36 

1960-600 

Kerb dose 


1658-9 

Open mt. 

160065 


Told drfy turnover 

68.187 


■ LME AM Oflkdal E/S ret*; 1.7007 

LME Closing E/S rats; 10975 



Spgtl 7Q13 3 ails 1.6943 tints 1.6863 9 sits. 15788 
M HIGH GRADE COPPER (COMEX) 



Sad 

Day's 




Open 


price danse Mph 

law 

Vat 

H 

tar 

88.45 

-005 

8800 

B810 

258 

2,157 

Dec 

»60 

+005 

8900 

87.70 

6039 29.731 

JM 

89-00 

+D.05 

89.40 

88.60 

178 

1097 

M 

89.10 

-0.03 

8900 

8900 

85 

1.429 

Mar 

8915 

-010 

8000 

BBJ0 

1022 10,760 


8910 

-005 

8900 

8950 

322 

1012 

Total 
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PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prices supplied by N M Hagggjg 


E equhr SFr aqufv 


18T.08S 4321000 
181.630 432.180 


3oMfTroy oz) S price 
TUse 307.40-30 T90 

Opening 307.50-307 JO 
toning ft* 308.35 
Utemoan fix 308.15 
Jay's High 3O805-3OB05 

Jay'S Low 30730-30750 

Vevfaua dose 30030-308.70 
joco Ldn Mean GoM Lending Rates (Vs USS) 

3-51 0 months 3-69 

3.49 13 months 304 

.—2.51 


months ... 
months — 

Bier R* 



price change tBgk 

tear 

Hd 1st 

Mar 

3002 +05 

- 

4 2 

Dec 

3008 +0.4 309.6 

3070 31079 106.1k 

Rto 

310.1 +0.4 3110 

3090 

3011 36043 

Apr 

3121 +0.4 312.9 

311.7 

356 7003 

Jm 

3140 +0.* 3150 

3119 

116 11046 

Aup 

3160 +0.4 3181 

3101 

90 4532 

Tatal 



36009218018 

■ PIA71MIM NYMEX (50 Troy OK Sflioy a*4 

Jaa 

388.7 -40 3910 

3865 

1012 10025 

Apr 

383.7 -40 389.0 

384.0 

136 1011 

JW 

380.7 —4J 

- 

1 86 

Total 



1,195 11089 

M PALLADIUM NYMBC (100 Troy OL; S/troy tej 

Dec 

21050 - 21150 21000 

235 1713 

Mar 

20750 +050 20750 20700 

136 1052 

Jun 

204.00 +050 

- 

- Til 

Sep 

201.00 +050 

- 

2 

Totri 



371 4,178 

■ SILVBt CQAEX (5000 Tfoy ok CentsAmy ozj 

Nov 

512.6 +23.7 501.0 

SD10 

36 19 

Dec 

5135 +230 5150 

4880 

9.174 4S.Z79 

J>a 

5155 +2X4 

- 

5 27 

Mar 

5103 +216 5200 

4S10 

1,151 29092 

May 

521.4 +216 5185 

505.5 

50 2018 

Jol 

Sttfi +2X6 5200 

5115 

25 1825 

Total 
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■ CRUDE CNL NYMEX (1000 barrels. 5/barraQ 


Latest Day's 


Opre 


price drew* 

Uss 

M 1st 

Dec 

20.73 +024 20.79 

20.41 27021 61100 

JM 

20.88 +000 2008 

2061 17094 84.035 

M 

2086 +016 2096 

2065 

4009 37088 

Mar 

2076 +0.12 2005 

2070 

1493 22087 

*(» 

2064 +0.11 20.73 

2063 

723 17088 

May 

2005 +0.12 2057 

2049 

453 13.728 

Total 



58096404095 

■ CRUDE OB. IPE (S/barreO 



Latest Day's 


to" 


price charge tegh 

Lass 

W tat 

Ok 

1077 +OS 1904 

1951 

11,124 20463 

Jan 

1076 +015 1907 

1954 25078 69.717 

Feb 

1064 +0.13 19.73 

1145 

6013 33,466 

Mar 

1954 +016 1956 

1906 

911 7001 

Apr 

1935 +0-10 19.40 

1902 

537 5031 

*«■» 

1118 +006 1025 

10(0 

578 5099 

Total 



n/a n/a 

■ HEATING 06. KYlfiX (42000 US (pfe; C/US p&j 


Latest Day's 


Opre 


price change B* 

Low 

w tat 

Dec 

5800 +088 5805 

5757 14050 49010 

JM 

5900 +070 5950 

I5P art 

5078 31463 

FSti 

50.40 +058 59.50 

5805 

1049 14007 


58.40 +034 58.75 

5700 

474 9053 

Apr 

5700 +049 57.10 

5605 

575 5020 

May 

5140 +029 55.40 

55.40 

133 4035 

TOW 



23038127079 

■ QAS OOL IPE (Wkm8 




Sett Deyte 


Open 


pin change Mgb 

LOW 

HU int 

Dec 

18105 +200 1820S 17000 

8006 31673 

Job 

18105 +105 18200 17075 

2087 14.180 

Fab 

18050 +075 18100 17050 

646 10749 

tear 

177 75 +005 17850 17700 

053 6076 

Apr 

17500 -025 175.50 174.75 

70 3067 

toy 

17250 -050 17X50 17205 

309 1043 

TOW 



(3015 81075 

■ NATURAL GAS PE (UD0 Hems pence per fan* 

DM 

15000+0070 15090 15000 

100 1,140 

Jan 

19000 +0010 19010 19000 

30 2000 

Total 



385 11000 

■ NATURAL QAS NTKX flUOOO m8&; SAanBbL) 


Latest Day's 


tom 


price cheap Htfi 

urn 

W M 

Dec 

3000 -OZ17 1490 

3050 30022 47,336 

Jaa 

30BO-O17B 1450 

3080 10034 30653 

f a 

2060-0110 xoeo 

2050 

4082 25,434 

Ito 

2.630 -0060 2088 

9 670 

20G2 17.784 

AW 

2025-0040 2070 

2010 

1005 11039 

toy 

0230-0033 2055 

2090 

745 0702 

T0H 



52053237072 

■ UNLEADED 8ASOLME 



HYKX (42000 US gate; oUS gafcj 




price dM«e Mgh loss 

M tat 

toe 

7900 

♦675 9000 79,75 

110 170 

Jen 

8100 

+675 8200 81.19 

129 2007 

Mar 

8400 

+6E 8400 6150 

125 2013 

toy 

8600 

+685 8800 8500 

205 2282 

Jd 

8800 

+685 8600 8800 

18 205 

TWd 



8B7 8035 

■ WHEAT CBT p.OOObu mkv centeAOfa bushel} 

One 

34100 

-125 34600 34100 14090 41089 

Mr 

357.00 

-675 38200 35600 

7015 33029 

May 

38505 

-675 37000 36500 

509 6412 

JW 

370.75 

-600 37400 37000 

1,401 16,738 

Sep 

37800 

-600 38650 37650 

89 236 

Dec 

386.50 

-100 38600 38650 

100 3.123 

Total 



23004 101056 

■ MAIZE CBT (5000 bu min; aenta/56b buoheQ 

DK 

27125 

-100 27600 27300 53062153031 

Mar 

28300 

-125 28675 28175 20022118037 


28925 

-125 2920Q 28675 

3066 3207B 

Jd 

2S275 

-1.75 29600 28225 

5020 46126 

Sep 

26500 

-275 2B82S 28500 

120 4205 

Dec 

384.75 

-175 287.75 28400 

1447 29171 

Total 



88081381083 

■ BARLEY LIFFE (100 tonnes; C per torme) 

Has 

74.75 

+650 

28 

Jaa 

7665 

+625 

- 1268 

Mar 

7625 

+000 

- 556 

toy 

8675 

+625 

23 

sep 

8100 

- - - 

8 

Total 



1034 1081 

■ SOYABEANS £BT (SJJDOhu fflkt; cea&SOb baSUf 

Bov 

73400 

+175 74300 73025 

4,120 6705 

JWl 

73223 

+1.75 74100 72800 38293 69026 

Her 

73650 

+225 74600 73200 

S07S 25006 

toy 

73900 

+200 74600 73700 

1285 20040 

Jd 

74100 

+200 750.00 73825 

3087 20032 

A«te 

73400 

+1.75 74100 737.00 

133 1030 

THd 



31101188288 

■ SOYABEAN 08- CBT (BadOOtm: cents/ffi) 

Dec 

2670 

+633 2805 2602 12001 45009 

Jaa 

2682 

+630 2808 2602 

8294 33099 

to 1 

2687 

+631 2700 2655 

5022 26370 

■ey 

ypp? 

+635 2697 2605 

1,739 11007 

Jd 

2677 

+632 2697 2600 

2249 9037 

A-9 

2640 

+025 2670 2500 

150 888 

Total 



31073 122089 

■ SOYABEAN NSEAL CBT (100 teals; S/Iori) 


SOFTS 

M COCOA LIFFE (10 tonnes; E/tame) •* • 

Satt Day's ' Open 

price top V I* M M 

Use 1030 - 1042 1027 974 42470 

Mar 1057 - 10B9 1058 Z3Z7 5GjtiG0 

May 1078 - 1086 1077 60 23834 

JM 1004 - 1103 1097 73 10.438 

Sep mo > 1128 1112 5B2 10438 

Dee 1124 ~ 1137 1125 274 21,839 

TaU 5*67200988 

■ COCOA CSCE (ID tonnes; S/tannea) 

Dec 1810 -4 1824 1608 4747 3,481 

■hr 1652 -8 1868 1881 7.120 45.905 

Mar 1678 -8 1894 1677 1,145 17073 

JBI 1700 -S 1710 1700 148 4,099 

Sap 1720 -8 1731 1721 4 1402 

DSC 1739 -8 - - 234 9,087 

TOM 15,172 96*370 

■ COCOA QCCO) (SDR*c/tanne) 


MEAT AND LIVESTOCK 

M UVE CATTLE CME (40. OOOtos; cente/fes) .. 

Satt. Bay's ‘ ' Upas 

Prim tonga Hgh Um to tat 

Dae B&B2S-&17G 88LB5D 88.190 7J8S 33,728 
Feb 68JB7S +0200 68400 68450 4469 33,183 
Apr 72250+0079 72325 71025 910 18403 
Jon 70450+0050 70400 70000 340 11,414 
Jta 8 70400 - 70425 70025 105 3016 

Oct 72000 - 72050 72000 29 1020 

Total 13038 98870 

■ LEAH HOQ8 CME (4^0009)8; cenla/lta} 

Dec 62650+0450 62730 61000 7046 18027 
M 62800+0050 62850 61.825 8073 13002 
Apr 5MK7+A475 58500 5BL70D 815 5,165 

JU 66000+0.175 68400 66.700 454 3)480 

Jd 64.675 +0-125 64050 64000 32 1.259 

Ass 62525+0.125 62525 62500 22 212 

TSU 15081 40,773 

■ PORK BOXES CME (4Q0QOtoa; centa/toa) 


Miv 12 
W*_ 


Price 

,124102 


ft**. Day 
124058 


■ COFFEE LIFFE (5 kmes Stano) 


to* 

1635 

-23 

1655 

1630 143 1.460 

Jen 

1642 

-21 

1668 

1628 3096 16040 

Her 

1637 

-18 

1680 

1629 1080 11084 

toy 

1632 

-15 

1650 

1623 317 3270 

JM 

1632 

-15 

1650 

1640 S3 961 

S*P 

1640 

-13 

16S3 

1640 20 388 

Told 




5051 36084 

M COFFEE ‘C CSCE (37.5Q0R3&: oentaribe) 


Feb 

81150-0.100 G2.7D0 61025 1078 

6,143 

Her 

01050+0.100 61050 60050 

183 

1060 

May 

61.175-0.100 52.000 81.175 

28 

396 

Jd 

61675-0250 61000 61000 

22 

386 

Aug 

Total 

58.100-0050 58.750 58.100 

1 

1018 

IB 

8005 


LONDON TRADED OPTIONS 

S tonne — CaA* — - — Puts — 


■ AUUMMAIM 


Dae 164.40 +4.75 16000 15740 3017 6450 

Mar 15100 +4.15 15200 14500 3.799 9034 

May 14845 +32 14700 142.00 741 3,130 

JM 14200 +340 14200 13840 338 2110 

5W 1382 +279 13700 13400 38 1,107 

Dec 1342 +22 13300 13140 97 871 

Total 80S 22JDV 

■ COFFEE QCO) (US oeffls/poiMitfl 


He* 12 

OcnqLdaiy 

15 day average — 

H WHITE SUGAR LIFFE (50 formate SAame} 


fte*. W 

11908 11707 

11409 114.78 


Dec 

735.? 

-10 

2390 

2340 11082 39086 

Jan 

22C 6 

-10 

2330 

ere 9 

6,129 27,758 

atm 

2202 

-0.1 

9WI) 


4017 23080 

toy 

73*1 « 

+00 

2260 

2210 

2048 17095 

Jd 

2240 

+15 

2270 

2230 

1053 12096 

Aug 

2240 

+00 

2280 

2240 

291 

1866 

fatal 





26043 128037 

■ POTATOES LIFFE C20 tonnes: £ per tonne) 

Bar 

1000 

-6.0 


_ 

_ 


AW 

1340 

-60 

1400 

1330 

43 

1,115 

May 

1440 

-60 

- 

- 

- 

22 

Jen 

1540 

-60 


- 

- 

- 

Mr 

690 

-60 

- 

- 

- 

3 

ratal 





48 

1.142 

M FREIGHT (SIFFBQ LIFFE (SlO/index pohrrt) 

ftor 

1220 

-25 

1220 

1220 

7 

723 

Dec 

1235 

-45 

1245 

1230 

53 

242 

Jre 

1275 

-80 

1290 

1275 

62 


to 

(330 

-25 

1330 

1330 

62 

357 

Jd 

11B0 

-25 

1200 

1200 

2 

111 

Total 

One 

ftn 



208 

iwa 

to 

1296 

1272 






Dae 

308.4 

+26 

3080 

3060 1081 2011 

Mm- 

3150 

+20 

316.1 

3140 1082 19.466 

toy 

3190 

+10 

3200 

3100 148 4,100 

tog 

321.1 

+00 

3210 

3200 158 3011 

Oct 

3160 

+■1.0 

3100 

3180 64 3077 

Dec 

3130 

-00 

- 

- - 140 

Tetd 




3054 33,140 

M SUGAR *11’ 

CSCE (lllQOObec canta/Tbs) 

Mr 

1134 

+007 

1138 

120811648 120.4k 

■to 

1228 

+003 

1151 

1206 4038 300(0 

Jd 

1203 

+0.03 

1200 

1201 2060 23053 

oa 

■ 1109 

+006 

1101 

1107 2014 22080 

Mb 

1109 

+004 

11.70 

1106 153 6008 

toy 

11.83 

+004 

1105 

1104 12 619 

Total 




22,175204080 

■ COTTON NYCE (50JXXKM: certs/Hwl 

Dae 

70.73 

+026 

7074 

7005 6058 34040 

■tar 

71(3 

+017 

7120 

7105 22083 

toy 

7113 

+005 

7305 

7300 876 10081 

JM 

7196 

+001 

74.10 

7305 1067 13014 

Oct 

7508 

-007 

7500 

75.00 74 939 

Dec 

7505 

+004 

7500 

75.10 102 9071 

Tetd 




120© 92082 

■ ORANGE JUICE NVCE (15JD0QRJS cantdfcs) 


months 

months 

yaar 

Bid Coins 
ugerntotJ 
□pie Leaf 
ew Sovereign 


pftmy at. 

US «3 eqt*r. 


Ixtad Daft 


Opn 

29X00 

502J35 


price change H^h 

Lav, 

MX Mt 

296.30 

301.50 

308.15 

505.65 

50506 

51500 

Dee 

5S0S +103 5090 

5600 

14072 21143 

Jen 

59.90 +007 5905 

57.95 

5023 21074 

Fsh 

60D0 +0.75 6000 

5905 

1069 11,103 

S price 

£ eqdv- 

Mar 

6000 +000 6000 

60.15 

624 1223 

307-310 

180-182 

to 

6100 +005 6300 

6200 

678 6,151 

72-75 

42-44 

May 

Total 

6203 - 6205 

6165 

141 5058 
2200 90034 


PULP AND PAPER 

■ PULPEX OMLX (98; 34 Mr diy tons) 

Salt HqS Open 

prim manga Mgh 1» 1M tat 

Dae 54800 +300 S4&2S 54800 8 272 

Mar 56600 +0.75 56900 56600 44 338 

Total S3 M 

FUTURES DATA 

AB Attunes data suppSaU by CMS 


Nuts and seeds from Kankko 

USS 8 tonne, banian ptatadMoa 28730 raw 
(n ahafl) natwafiy opened (round): second 
hand prices at 4050 FCA, Wdnota US 
Junto hshelt 1000 C PT Europe. Torttah 
bazatmits 13/15 + 11/13. tor ne nr crop 
Indication 4.650 FOB. Iranian sultanas 
double cleaned crop 1997 at i.no CFR 
Iranian apricot halves at 1,780 CFR. 
tndhwi o a ah eaar crop 1997 CFR from top 
shippers W32D at 5000. W240 at 5,780. 
US almonds: crop 97. Sl 3% at 3080 FAS 
Oct shipment; 22/24 NPSSR at 4.700 FAS 
tor Oct COoOrttfb 1,100 FOB from top 
Pfflppine mflta; marital easier. Russian 
l.mCFR.- . 


JM 8275 -4L90 8340 8140 7056 22031 

tor 8500 -100 8800 8400 109212,410 

toy 8800 -12 8900 872 339 3008 

-M 9100 -0.70 9100 9040 230 1480 

Sip 8300 -0.7S 9240 9240 124 730 

MR 9505 -4L80 - - 88 7ZI 

Itttf 10,796 40096 


VOLUME DATA 

Open interest end Volume data shown tor 
contracts traded on COMEX. NYMEX, CRT, 
NYCE, CME, CSCE and IPE Crude 08 are 
one d ay in areata. Vofcana 8, Open Interest 
tmlrtii arc lor oil traded months. 


INDICES 

M Reuters (Base: 18/8/31 = T0C9 

Nov 12 Nov 11 month ago year ago 
18140 18124 18820 18574 

■ CRB Bufluwa (Bear 1967 g 10(0 ' 


New 11 Nov 10 month ago 
24200 242.65 

■ GSQ Spot (Boss 1970 * 100) 
Nov 11 Nov 10 month ago 
205-67 20840 205.11 

LBS WAREHOUSE STOCKS 


yut-age 


year ago 

205.19 



-4025 

to 

718000 

AkanHum easy 

-320 

to 

46,140 

Cwer 

+800 

to 

342025 

Lead 

- 

to 

116.100 

Nfctal 

♦108 

io 

07086 

Zinc 

+6075 

to 

483025 

Tin 

-50 

to 

8006 


(99.794) LME 

Dec Mar 

Dec Mer 

1600 

45 78 

11 

30 

1650 - - 

18 Si 

33 

1 51 

1700 

5 81 

68 

80 

■ COPPER 




(Grade A) LME 

Dec Mar 

Dec Mar 

1900 

70 11B 

21 

58 

1950 _ 

41 81 

41 

78 

2000 

21 68 

71 

105 

■ COFFEE UFFE 

Jan Mar 

Jan Mar 

n/a 




n/a 




n/a 




■ COCOA LIFFE 

Dec Mar 

Dec Mar 

nfa_ 




n/a 




n/a . 




■ BRENT CRUDE 




IPE 

Doc Jan 

Dec Jen 

I960 

77 

5 

52 

200) 

g 58 

7 

83 

2050 

42 

* 

- 

LONDON SPOT MARKETS 

■ CRUDE OE. FOB (par barrel) 


++3r- 

Dubd 

S18J9&406W 

+0.(4 

Brent Blend (dtoad) 

319.71 -9.76 

+0.40 

Brent Blend (Pec) 

SI 906-001 

+008 

W.Tj. 

S20.71-0.7Sw 

+006 

■ Qfl. PRODUCTS NWEjsmgt detaety OF (bone) 

Premium Geaofine 

Si 98-202 



Gas OR 

*184-185 


+10 

Heavy Fuel 03 

SI 04-106 



NffitWha 

5188-200 



Jot tod 

S2Q2-2Q4 


+2 

aead 

SI 93-196 


♦10 

■ NATURAL GAS (Pencartherm) 



Baeton (Dec} 

1505-1505 

+0.10 

Asnlsum Aigut. TeL London (tn>1) 399 8792 

■ OTHEH 




GoM (per troy oz# 

S3O705 


-005 

Staor (par tray oz)f 

150700c 


+100 

Ptadnum (per troy at) 

S39QJOO 


-100 

Pdtadtom (per troy azj 

l 5210.00 


-200 

Copper 

06.0c 



Lead (US pradj 

45.00c 



Tm (Kuala Lumpur} 

HIBr 



Tto (Nw YortJ 

' 2620 



Cattle (flee weight) . 

9SL32p 


-203* 

Sheep (Sve weight} 

lOl.Sflp 


+12S- 

Plga ?ve weighOt 

6804p 


-700* 

Lon, day auger (raw) 

328800 


-400 

Lon. day sugar (wta) 

530400 


-0.80 

Barley (Big. teed) - 

Unq 



Mate (US No9 YeKosv) 

■ £109/00 



Whwt (US Dark North} 

■ Unq 



Rubber (Dec)V 

54.50p 



Rubber (Jari)f 

S40Op 



Rubber (KLRSSNol) 

28001 


-20 

Coconut Off (Pfdg 

S3O0y 


+70 

Palm 08 (MdayJ§ 

56O0M 


+35 

Capra (Ptvl)§ 

54150 



Soyabeans (US) 

1870* 



Cotton OudodCA" Mbk 

7705c 


-005 

WoaHopa'(B4s Supss) 

400P 


-4 


year contract with the 
mine’s two unions. 

It will cost about $4flm to 
bring Aguas Tenidas into 
fun production. Navan hopes 
Aguas Tenidas will have a 
life of at least 20 years. 

By combining output from 
Almagrera and Aguas Teni- 
das, the Almagrera plant, 
wbich this year will process 
750,000 Swings of ore, should 
be able to process more than 
i 4m tonnes five years from 
now, according to Mr Neal- 
Hurt would represent about 
38j000 tonnes of zinc, 13^00 
tonnes of copper and 3,000 
tonnes of lead, all contained 
in concentrate (an intermedi- 
ate material). 

A lmagrera also has 
long term contracts 
for its sulphuric add 
and produces about 285,000 
tonnes a year. The acid plant 
had used -waste pyrite from 
its own mines, but Navan is 
testing gold-bearing pyrite 
from Its Bulgarian mine. If 
Wiia is successful, it might 
build a plant to recover the 
gold rather than sending it 
elsewhere In a concentrate. 

The flexible Almagrera 
plant is able to shift its 
emphasis from one metal to 
another to take advantage of 
relative price changes. As 
Mr Neal suggests, it also 
establishes Navan as an 
important producer in the 
Iberian pyrite belt and gives 
it a competitive advantage in 
the purchase and explora- 
tion of further discoveries in 
the region. - 

Kenneth Gooding 


OOTTERPAD 


Currency 
falls help 
rubber 
producers 

By Gary Mead 

The recent swathe of 
south-east Aslan currency 
devaluations has postponed 
the economic slump toeing 
natural rubber producers in 
Indonesia. Malaysia and 
Thailand, bnt other forces 
are still pulling rubber 
markets towards a medium- 
term crisis. 

The Association of Natu- 
ral Rubber producing Coun- 
tries says global natural 
rubber production in 1998 
will increase to 6.72m 
tonnes from 6.49m tonnes 
this year and consumption 
will rise to 8.61m tonnes 
from 6.4m tonnes. By the 
end of 1998 world stocks 
will rise to 2.05m tonnes, 
from i-95m at end-1997. 

“It is an overwhelmingly 
bearish scenario, but for 
south-east Asian producers 
there Is a silver lining In the 
recent devaluations." said 
Robert Willis, rubber indus- 
try specialist with LMC 
International. 

“In July, Malaysian pro- 
ducers were getting as little 
as a tonne for sheet 

rubber," he added. “This 
week they’re getting M$283, 
t ho ng* 1 of coarse in US dol- 
lar terms natural rubber 
prices are still very low, at 
about 86 cents a pound." 

West African natural rub- 
ber producers are being hit 
by the fall In south-east 
Asian currencies, which 
have effectively reduced 
south-east Asian producer 
costs by some 20 per cent. 

“We see no reason to be 
bullish about natural rubber 
prices, particularly with 
China building large stocks 
of both natural and syn- 
thetic rubber," said Mr Wil- 
lis. "We believe China will 
import more than 500,000 
tonnes of natural rubber in 
1997, and ft started the year 
with stocks of 200,000 
tonnes. For conn tries like 
Thailand this will not be 
good news." 


CROSSWORD 


No.9,532 Set by ADAMANT 



* itagekftg. ■ MMftian eMa/Kg.? Qae/Jre. * No«®ie.» 
Eton ^London nt+rioL § OF Dotaitai f BJknirartM 
(tore • Chang* on vert. land on 1 fiSBtma d MS> 


ACROSS 

1 Delight in holding a good 
type of plant 

4 Catch sight of books in 
French town (8) 

8 False oracle about one 
source of energy (7) 

9 Food for queen in a novel 
setting (7) 

11 Run down ( 10 ) 

12 Car crash at hotel gate (4) 

13 Cricketer and ambassador 
take a swim (5) 

14 Account on top form (8) 

16 One who judges fools gold 
(8) 

18 CompHcated to Imagine ( 5 ) 

20 Went out in front after fel- 
low ran away (4) 

21 Amazing to have lost 
article against Greg work- 
ing (10) 

23 Conceals projects (7) 

24 Ministers find a small room 
alien (7) 

25 The society tries out the 

nurse (6) • 

26 More than one saying a 
Degas bas hem revealed (6) 

DOWN 

1 Go away on holiday (5) 

2 Fierce Hon treated with 
vet’s manipulation (7) 

3 Conjecture about the Ital- 
ian and the Spanish not 
having any craft (9) 


5 Nothing left? I’ve finiahe 
the fruit (5) 

6 Sue provides one legislate 
- ™, e ^ ery single person (7 

7 Will the year occur in a di 
ferent form with goven 
meat from Brussels? (9) 

10 Savage lawyers put th 
block on one article (9) 

13 A bishop turns up wit 
quartz and chalcedony fc 
the churches (9) 

15 He’ll save you from th 
main disaster (9) 

17 Interminable day in brake 
leases (7) 

19 Tend ing to nm back an 
turn informer (7) 

21 Because U could be past (5 

22 Wants to be overseen hoi 
Sms’ daughter (5) 

Solution 9,531 
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LONDON STOCK EXCHANGE 


Downgrade worries take the edge off equities i i ls flBSE ; 


'BqpA^-ahairvs ' 

Tira^er by udrarafriiiMB fr gggffi L 


MARKETS REPORT 


By Steve Thompson, 

UK Stock Market Editor 

A measure of mhn returned to 
the UK equity market yesterday 
as dealers preferred to focus on 
the positive developments in 
overseas markets and ignored the 
overnight 2 per cent slide in the 
most potent of all global markets. 
Wall Street 

Many had expected London 
stocks to come under heavy fire 
for the third day running after 
the 157-point retreat by the Dow 
Jones Industrial Average. The 
Dow fell almost 200 points at its 
worst on Wednesday, following 


news that the US Federal 
Reserve's open market committee 
had left interest rates on bold. 

The positives for London came 
from the fru east, where Hong 
Kong pasted a 1 per cent gain, 
and where the Tokyo market fin- 
ished flat 

And the US market came in on 
a firm note yesterday, although 
trading well off its best levels as 
London closed for the day. 

But there remained an overrid- 
ing worry around London's trad- 
ing desks that the steep falls in 
far eastern markets over recent 
weeks, and the knock-on effects 
across the globe, will eventually 
affect the profits of US and Euro- 
pean companies. 


There was a flurry of specula- 
tion across the market that a 
series of top-down inspired prof- 
its downgrades may well he 
imminent. 

At least one of the big US bro- 
kers Is thought to have 
instructed its analysts to work its 
top-down expectations into UK 
earning s estimates, and it is said 
that many of thg UK and Euro- 
pean houses are contemplating 
simitar actions. 

One quant strategist said a 
decrease in earnings forecasts of 
around 2 per cent was probable, 
with obvious implications for 
equities. 

“It means there will be annthw 
turn of the screw in the equity 


market,” said one analyst Lon- 
don, he continued, still felt “very 
vulnerable to such earnings 
downgrades”. 

He said the longer the weak- 
ness in far eastern markets went 
an, the mare severe the impact 
an the market would be. “Once 
the bad news gets into the mar- 
ket the worse it will get In the 
short term," he said. 

The FTSE 100 index kicked off 
the day in good form, reflecting 
the Fed’s no-change policy, and 
quickly moved up to hit a session 
peak of 4,740.3, up almost 20 
points, before lasing ground far 
the rest of the day. 

The index slipped into negative 
territory shortly after Wall Street 


opened, testing the 4,700 level 
and eventually settling a net 9-4 
off at 4.71L0. . 

The FTSE 250 index was simi- 
larly affected, and finishe d 17.8 
down at 156SL3 while the FTSE 
SmallCap index lost 3.2 at 2£8&£. 
The All-Share Index settled 5.15 
down at 2^38-43. 

The more settled feel to far 
eastern markets helped Cable & 
Wireless, whose shares were in 
strong demand all day, while 
results from Railtrack pro pelled 
the shares' to the top erf the FTSE 
100 performance table. 

T u rn o v e r in equities came out 
at 729.9m shares, of which 54J5 
per cent was in non-Footsie 
stocks. 





In die— and ratios 

FTSE 100 4711.0 -8.4 

FTSE 250 4S68J “U-f 

FTSE 350 2282.6 -5A 

FTSE Aft-Share 2238.43 ■ -5TS 

FTSE Aft-Shoe ytoM 3-46 3-45 

Best performing sectors 

1 Gas Distribution 

2 Transport 


3 Afoohoftc Beverages 

4 Realtors: Food 

5 Ftetaflera: General 


__+3l2 

+ 1.8 

—+ 1-0 

.+0.9 

.+0.9 


FT 3° 

FTSE Non-Fire p/a JJ 1 ' 

FTSEIOOFut DOS 47510 
lOyrGttytoW 

Long gBt/eqwiy yW ratio 1.95 

Worst performing sectors 

1 Engineering — ...» 

2 General Industrials 

3 Chemicals- 

4 insurance 

5 Distributors — 


<18.5 

19.14 

-71.0 

6.73 

1.94 


.-3.0 
.-1.7 
..- 1.6 
_ - 1.6 
„-1.6 


Genco 

gain 

ground 

By Peter John, Joel KHsazo 
and Martin Brice 

The generators, one of the 
UK's classic defensive plays, 
received a lilt yesterday as 
SBC Warburg Dillon Read 
voiced its enthusiasm in 
print 

The broker has been com- 
ing round to the generators' 
potential in the past few 
weeks. Its thoughts have 
crystallised into a hefty buy 
note for PowerGen and 
National Power. The two 
stocks were up 10% to 725p 
and 6% to 527%p. 

Warburg said: “Contrary 
to popular belief - and 
des p i te a significant fall in 
average pool prices - we 
now see no reduction in 
gross margin per unit post- 
1998”. 

Railtrack achieved the big- 
gest rise in the Footsie with 
an advance of 95 to £10.30 in 
brisk trade of 4.7m. 

The company's interim 
profit figures led to a host of 
upgrades from analysts, with 
NatWest Securities adding 
£i5m to its forecast far this 
year, bringing it to £S45m, 
and £15m to £385m for next 
year. Mark Me Vicar at the 
broker said: “It is fairly obvi- 
ous that the political and 
regulatory risk is beginning 
to recede." His figures put 
the stock on a premium to 
the market of about 4 per 
cent 


The upgrades were only 
half the story- Fears of 
long-term strength In the 
pound helped to power Rail- 
track's rise as Investors 
turned to a defensive stock 
exposed entirely to domestic 

gaming s and COStS- 

Other transport stocks 
benefiting from the senti- 
ment Included FlrstBns, up 
13 at 226p, and Stagecoach, 
27* strong e r at 77l7*p. 

Hotels and betting com- 
pany Lad broke held up 
against the trend as the mar- 
ket digested a trading update 
published yesterday. 

The shares eased to 267p. 
in trade of 5m, after the com- 
pany said that overall profit 
before tax during the three 
months ended September 30 
was “significantly ahead” of 
the same period last year. 

One analyst said simply: 
“It's just good to get a state- 
ment from Ladbroke that 
does not include any sur- 
prises.” Bruce Jones, analyst 
at Merrill Lynch, one of the 
group's joint brokers, 
believes “the Ladbroke story 
Is good enough, in its own 
right to justify the current 
share price”. 

However, an advance in 
the shares was said to have 
been prevented by caution at 
ABN Amro Hoare Govett, 
while HSBC James Capel 
was also reported to be 
firmly in the camp of the 
cautious. 

London Clubs fell 13% to 
286%p. after Ladbroke 's trad- 
ing update revealed subdued 
conditions at Its London 
wMrfnna division as the tur- 
moil in south-east Asian 
economies reduced the atten- 
dance of “high roller" cus- 
tomers. 


Retailers were back in 
favour. Burton Group, 
which not only unveiled 
improved fall-year figures 
but more details about the 
demerger of its Debenhams 
department store chain, was 
one of the busiest stocks in 
the FTSE 100. The shares 
gained 7% at I89%p. Volume 
was a busy 14m. 

House of Fraser hardened 
a penny to I93%p, as did All- 
ders. 3% better at 220p. and 
Argos, which Improved 10 to 
658%p. 

High street retailer Boots 
was also in demand and th«* 
shares impr o ved 17 to 870p. 
Nikko rates the shares a 
“buy” and In a recent note to 
clients said: “Cash genera- 
tion remains strong and we 
estimate a r et urn to a net 
cash position by the end of 
fiscal 1999." 

Favourable comment on 
Wednesday’s corporate trad- 
ing news at Cable & Wire- 


less helped the shares 
bounce 18 to 496p. The team 
at ABN Amro Hoare Govett, 
the company's broker, con- 
tinue to rate the shares a 
“buy” and suggest “momen- 
tum is budding up in teems 
of growth prospects and - 
increasingly - in terms of 
valuations.” 

British Telecommunica- 
tions continued to slide, giv- 
ing up another 4% to 455p, as 
volume fell to 12m. 

Among mobile phone com- 
panies, Orange appreciated 
3% to346p. 

Bluebird Toys, which mar- 
kets Folly Pocket, lifted 7 to 
110%p, with anticipation of 
Christmas naira* onhawrorl hy 
stake b uilding from Guin- 
ness Peat the UK invest- 
ment group. This week. Peat 
has acquired lm shares, tak- 
ing its overall stake to 11.64 
per cent However, the stock 
has a way to go before it 
recovers the ground lost 
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when it Issued a profits 
warning in the summer. The 
shares had touched 200p 
beforehand. 

National Westminster rose 
in early trade on reports that 
it Is in talks to sell its equi- 
ties operation, or that 
Barclays plans to renew a 
merger approach. 

One report said Barclays 
was keen to pursue a link-up 
with NatWest and has con- 
tacted the Office of Fair 
Trading for guidance bn 
whether approval would be 
given. 

Another said NatWest was 
in talks with Deutsche Mor- 
gan Grenfell and Bankers 
Trust to sell the global equi- 
ties division of its invest- 
ment banking unit NatWest 
Markets. 

On Wednesday, Barclays 
said it sold parts of BZW to 
Credit Suisse First Boston 
for ElOOm, having failed to 
sell all the parts put up for 
sale last month. NatWest 
ended 6 higher at 854p while 
Barclays dropped 22 to 
E1-L58- 

BSkyB, the satellite broad- 
caster, rose sharply in eariy 
trading and dosed a net 7Vi 
up at 4l3p following two bro- 
ker upgrades. - 

Morgan Stanley raised its 
stance to “strong buy'’ from 
“outperform”, increased its 
profit forecasts and gave a 
12-month price target of 
525p. And Lehman Brothers 
upgraded the company to 
“neutral" from ' “under- 
perform". 

Newcomer Northern 
Recruitment was placed via 
Beeson Gregory at 108p and 
rose to 125p. The increase in 
market capitalisation follow- 
ing the share price rise yes- 
terday took it -through the 
£20m level which makes it 
eligible tor the portfolios of 
some institutions tha t invest 
in smaller companies. 

Smtfiit Industries suffered 
at the hands of order book 
volatility. On Wednesday, a 
late trade powered it to 
become the best-performing 


Footsie stock with a 32p gain 
on the day. But yesterday 
the stock, the 98th largest in 
the Footsie, was the worst 
performer for much of the 
day and closed down 62 to 
800p, a 7 per cent fen in vol- 
ume of less than 600,000. The 
order book showed sellers 
outnumbered buyers 10 to 
one. 

Other manufa cturers that 

suffered included GKN, 
down 49 at £22-26, Tl Group, 
off 26 at 485p. and Siebe, 
which is hosting an analysts’ 
visit today, down 30 at 
£10.39. 

Among the FTSE 250 
stocks, jQfl surrendered 20Vi 
to 368Vip and Johnson Matt- 
hey shed 34% to 559p. Merrill 
Lynch moved its stance from 
“accumulate" to “reduce". 
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WORLD STOCK MARKETS * FINANCIAL TIMES 

Budapest falls as bourses take a breather 


Friday November 14 1997 


WORLD OVERVIEW 


tt was one of those days 
when world stock markets 
decided to take a breather, 
after all the excitement of 
recent weeks, writes Philip 
Coggan. However, few 
people seemed confident that 
the turmoil was at an end 
There were some falls In 
Asian markets but the 
declines were modest by 
recent standards, especially 
considering Wall Street’s 
weak performance on 
Wednesday. As for the 
region’s biggest markets, 
Tokyo ended fiat and Hong 
Kong edged ahead on the 
back of an easing in money 
market rates. 



Europe's bourses were 
mostly flat, with the notable 
exception of Budapest The 
Hungarian market shed 12.7 
per cent - a further sign of 
investors pulling out of east- 
ern Europe, as well as 


Asia and Latin America. 

In Frankfurt, the Dax 
index edged back above 3,700 
In electronic trading, a long 
way shy of its peak of 4.439, 
reached at the end of July. 

Despite the market’s fall. 


the prospective German 
price-earnings ratio edged up 
in October from 20 to 21, 
according to IBES, as expec- 
ted earnings growth over the 
next 12 months fell from 18 
per cent to 17 par cent 

Credit Suisse First Boston 
said that the recently 
published bill on German 
corporate reform would be 
positive for the German mar- 
ket as a whole. 

On the issue of share buy- 
backs, CSFB added that “we 
believe in the short term 
that the and utili- 

ties sectors should benefit 
most from this legislation, 
because the companies 
within them* sectors tend to 
have the characteristics of 


nYfftca ca yfl i, itmitwd invest- 
ment opportunities and a 
focus on shareholder value. 1 * 

In New York, the Dow 
Jones Industrial Average 
staged an early rally, after 
its ISO point decline on 
Wednesday. That fall came 
despite the widely-expected 
decision of the Federal 
Reserve's open market com- 
mittee to leave interest rates 

nw-hang raf 

“He Fed's non-move does 
nothing to change our asset 
allocation bias towards 
bonds and away from stocks. 
Valuation remains a key 
constraint, 1 ' warned Chris 
Carter, managing director, 
global equity strategy at 
UBS. 


A valuation model using 
consensus corporate earn- 
ings forecasts and the 10- 
year US Treasury bond yield 
suggests fair value for the 
S&P BOO at 875, some 5 per 
cent below current levels 
and equivalent to 7450 an 
the Dow. 

But Mr Carter pointed out 
that the consensus forecast 
for cunning s growth was a 
somewhat ambitious 24-9 per 
cent. “Scaling that growth 
rate frre* to consensus nomi- 
nal GDP delivers something 
closer to 5-6 per cent, which' 
delivers S&P pn<i Dow fair 
values of closer to 800 and 
6,600 respectively." 

London market. Page 28 


US equities 
relinquish 
early gains 


Paris ahead despite Renault 


AMERICAS 


US stocks remained near 
Wednesday’s levels as some 
Investors cautiously wel- 
comed a return to stability 
in many overseas markets, 
writes John Labate in New 
York. 

“The biggest element 
today is that after Wednes- 
day's sharp decline here, we 
didn't see a follow through 
in Asia,” said Richard Hoey, 
director of equity research 
and chief economist at 
Dreyfos Carp. 

The VS market traded 
higher throughout the morn- 
ing, as Federal Reserve 
chairman Alan Greenspan 
spoke before a congressional 
committee about the impact 
of the Asian crisis, but 
prices pulled back after mid- 
day. 

The Dow Jones Industrial 
Average, up almost 90 points 
during morning trade, 
retreated to stand 41.75 
lower at 7359.57 in early 
afternoon trade. Shares in 
Disney rose $1% at $84H 

after the nntprtadnrmmt ram. 

pany announced a rise in 
EuroDisney's earnings. 
Westinghouse Electric, 
another Dow stock, gained 
BE to B28E, on reports that 
the company is close to a 
$l.5bn sale of its power -gen- 
eration business to Siemens 
of Germany. 

The broader stock indices 
were also slightly lower as 
the Standard & Poor's 500 
slid by less than 1 point to 
905.52 while the Nasdaq com- 
posite index, which is 
weighted in technology 
issues, fell 7.94 at 1,533.78. 

Several major retailers 
announced earnings results. 
Among the biggest stock 


movers were KMart, which 
fell $% or more than 6 per 
cent at $12% after the com- 
pany announced sluggish 
third-quarter revenue 
growth, and prompted one 
analyst to cut the stock's rat- 
ing. A decline In third-quar- 
ter earnings and revenues 
sent Wool worth's shares 
dawn by $% to 819%, while 
Saks Holdings rose $E or 
almost 4 per cent to $23%, on 
a rise in quarterly pro-forma 
earnings per share. 

The banking sector was 
jarred by the news of Chase 
Manhattan's 81 60m trading 
loss, which sent Its share 
price 8H lower at $106. But 
favourable statements from 
a Goldman Sachs analyst 
about money-centred banks 
boosted BankAmerica, 
which gained $% to $70%. 

TORONTO gave up initial 
gains, with broad weakness 
for bank shares taking the 
shine off a rally among 
golds. The TSE-300 compos- 
ite index, up almost 43 
paints at one stage, was 29.14 
higher at 6,667.30 at the noon 
calculation. 

Pulling In the bargain 
hunters after Wednesday's 
5.5 per cent shakeout for the 
golds Index, gold shares 
pushed ahead strongly. Bar- 
rick gained 85 cents to 
C$25.65 and Placer Dome 
rose 55 cents to C$18.55. 
Dealers said it was mostly a 
technical bounce. “The fun- 
damentals are not good with 
bullion sinking to near five- 
year lows,” said one broker. 

Royal Bank of Canada lost 
30 cents to C$72.60 and 
Toronto- Dominion Bank 
gave up 40 cents to C$50.80. 
Canadian Imperial hardened 
modestly, adding 15 cents to 
C$42.65. 


Shares in PARIS clawed 
back above the 2,700 level on 
the CAC 40 index, but the 
market continued to trade 
narrowly in dull volume. 
Talk of the government pull- 
ing out of Renault sent the 
motor giant skidding lower. 
Dexia and Usinor were the 
main upside features. 

A French press report sug- 
gesting that the government 
was teeing up the sale of its 
remaining 46 per cent stake 
In Renault sparked a wave of 
stock overhang worries. The 
shares fell FFr3.40 or 2.3 per 
cent to FFr147 to extend 
their losses since early Octo- 
ber to more than 20 per cent. 

Usinor, off steeply on 
Wednesday after a US broker 
upgrade sparked switching 
Into rival steelmaker British 
Steel, rebounded FFT2L35 to 
FFr90. Dexia, a big share- 
holder in bid target Basque 
Bruxelles Lambert, rose 
FFr17 to FFr598 for a 
two-day gain of more than 6 
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Sao Paulo falls again 


Latin American markets 
continued move lower with 
investors choosing to ignore 
the better showing for Asian 
markets and the early gains 
on Wall Street. 

SAO PAULO, which fell 
more than 10 per cent on 
Wednesday, set the pace. At 
midsession, the Bovespa 
index was off 244 or 3.1 per 
cent at 7,578 fallowing 
across-the-board declines for 
leading shares. 

Dealers said the renewed 
selling appeared to stem 
from broker downgrades. 
Daiwa Securities, for exam- 


ple, reduced the Brazilian 
component of its Latin 
American model from 35 per 
cent to 30 per cent 

Electro bras came off 1.8 
per cent to R$430. 

MEXICO CITY moved 
higher at the opening bell, 
but quickly turned lower. At 
midsession, the IPC index 
was off 4&88 or 1.1 per cent 
at 4,287.91. 

Grupo Tribasa was a rare 
upside feature, adding 50 
centavos to 22.00 pesos on 
hopes that the construction 
leader would win a Sl-Sbn oil 
refinery contract. 


per cent The CAC 40 index 
closed up 406 at 2,700.66. 

FRANKFURT was flat as 
good results from BASF and 
Veba countered weakness in 
some of the hanks. The Ibis- 
indicated Dax index finished 
4.46 higher at 3.70L94. 

BASF closed 49pfg high e r 
at DM57.49 as several hanks 
upgraded the stock in 
response to healthy nine- 
mouth figures. 

Veba eased 2pfg at 
DM94.98 although its nine- 
months profit after minori- 
ties came in at the top end of 
some forecasts. 

In other chemical stocks, 
Bayer, which reported earn- 
ings on Wednesday, rose 56 
pig at DM58.76 but Hoechst, 
which reports next Thurs- 
day, came off 9ipfg at 

DM67.05. 

Among the banks, Dread- 
ner lost DM2 at DM66.40 
after Standard & Poors, the 
US ratings agency, down- 
graded its long-term counter- 
party rating and senior unse- 
cured rating. 

Speculation that Deutsche 
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was experiencing problems 
with its Brazilian business 
left the stock DM2.90 lower 
at DM107. 

MADRID fought back after 
five days of sliding prices, 
helped by reassuring infla- 
tion figures and good com- 
pany results, but dealers 
remained cautious about the 
outlook. The general index 
closed 734 better -at 54858. 
Volumes were again thfo. 

"Although there is limited 
downside risk going forward, 
the market is likely to 
remain very volatile until 
the end of the year,” said 
Marla Jesus Castro viejo at 
Paribas. 

The inflation rate declined 
to LB per cent in October. 
Tabacalera was up Pta410 to 
Ptaii.iGO after well-received 
nine-month results. 

STOCKHOLM gave up all 
the ground in, a late 
rally on Wednesday, when 
Swedbank swept into the 
market and drove up the 
prices at four leading stocks. 
The general index closed 
33.74 lower at 2£18.77. The 
stock exchange later con- 
firmed it had launched an 
investigation into Swed- 
bank’8 trade. All stocks that 
were the subject of the buy- 
ing fell; Ericsson was down 
SKrl4 at SKr307, Astra was 
down SKr3 at SKrl23, Volvo 
was down SKr5.5a at 
SKrl99.50 and Sparbanken 
was SKR7.50 lower at 
SKrl77.50. 

AMSTERDAM took in a 
strong performance from 
Aegon and a steep sell-off for 
Philips and closed virtually 
all-square on the day. The 
AEX index ended up 2.42 at 
846.94 after a low volume 
session 

Philips mostly reflected 
the overnight weakness far 
US tech stocks but there was 
also some concern, about the 
earnings’ exposure to Asia. 
The shares fell FI 5.10 to 
FI 135.20 for a two-day 
decline of some 9 per cent. 

Financial giant Aegon 
turned in the days best per- 
formance among AEX com- 
ponents, advancing FI 5.50 or 
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3.6 per cent to FI 158 on the 
hank of strong third -quarter 
results. 

Possible stock overhang 
worries left ING FI 1 lower at 
FI 80 with brokers noting the 
big share element in the 
group's $5.5bn bid for 
Ranging ftrmmllaa Lambert. 

ZURICH saw a sharp foil 
in Sulzer as the company 
reported flat third-quarter 
net profits and its Sulzer 
Medica affiliate warned that 
1997 foil-year p rofit growth 
might be somewhat lower 
than some expectations. 
Sulzer Ml SFrSS to SFr921 
and the separately quoted 
Medica tumbled SFrSS to 
SFr327. 

Oeriikon-Bfihrle eased 50 
centimes to SFrl82 as large 
off-bourse transactions in 
the stock triggered specula- 


tion that the BOhrle family 
might be trying to raise its 
holding. The broad market 
edged lower, leaving the SMI 
index down 15E at 5,41&2. 

BUDAPEST tumbled 12.7 
per cent, adding to Wednes- 
day's 7.7 per cent foil and 
deepening the gloom sur- 
rounding the central Euro- 
pean exchange. In the past 
three weeks, the Box index 
has lost half this year's 
gains. Yesterday, it closed 
810,59 lower at 5,561.47. 

Traders said there seemed 
to be no support for equities, 
with bath foreign and local 
investors prepared to sell 
even when the market was 
in free-fall. 

Written and edited by Michael 
Morgan, Jeffrey Brown, 
Jonathan Ford and James 
Mo nt gomery. 

SOUTH AFRICA 

Shares in Johannesburg 
moved lower, unsettled 
mostly by a shakeout for 
golds which fell on bullion 
weakness. The all-share 
index ended 28.3 lower at 
6JS12.6. 

Industrials lost 33.2 at 
8J1O9.0, but the main action 
of the day was among golds 
which tumbled 2.8 per cent 
to their lowest level for 
nearly five years. The golds 
index ended off 18.8 at 
812JL 


emerging market FOCUS 


Australia at 
the sharp end 


Tossed about by the 
turmoil across Asia, the 
Australian stock market 
has had a volatile couple of 
months. The All Ordinaries 
index has rallied nearly 10 
per cent from the lows of 
late October, but sentiment 
remains fragile. 

The economy is under 
pressure from the belt- 
tightening underway across 

the Pacific rim; brokers are 
known to be nervously 
tinkering with corporate 
earnings forecasts; a nd a 
steep slide for the Austra- 
lian dollar is keeping 

international investors at 

bay. 

Australia stands at the 
sharp end of the Asian cri- 
sis. Exports account for 
some 20 per cent of gross 
domestic product and two- 
thirds of these go to Asia, 
although only 10 per cent 
to Malaysia, the Philip- 
pines. Thailand and Indon- 
esia, the four most troubled 
economies in the region. 

Deutsche Morgan Gren- 
fell suggests that a con- 
certed reduction in imports 
across the region could 
slice up to 1 percentage 
point off Australian GDP. 
“Given that Australia is an 
important exporter of raw 
materials and that com- 
modity prices may foil fur- 
ther. .. the Impact could be 
even larger," DMG points 
out. 

Recent stock market 
trading has been hair- 
raising. The Sydney stock 
market fell 32 per cent in 
October, with the AD Ordi- 
naries index tumbling to a 
low of 2,299.20. One result 
of the shakeout far shares 
is that the long-term yield 
relationship between bonds 
and equities has been 
reversed. 

Spurred partly by 
repeated interest rate cuts, 
the 10-year bond yield of 6 
per cent stands at a modest 
discount to the earnings 
yield on the All Ordinaries 
index, whereas bonds’ his- 
toric ratio is closer to a 25 
per cant premium. 

Equally, the prospective 
price earnings ratio is an 
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undemanding 15 or so - 
but could be radically 
altered should profit fore- 
casts start to come down 
from the current 12 per 
cent growth that most 
brokers still have pencilled 
in for 1998. 

"Many of the fundamen- 
tals are sound, with infla- 
tion running well inside 
official 2 to 3 per cent tar- 
gets, GDP growing at 3.5 
per cent and unemploy- 
ment keeping some sort of 
lid on wage costs. What we 
need is for the institutions 
to start running down some 
of their cash balances," 
said one broker. 

At around 10 per cent, 
the latter are roughly twice 
the long-term average for 
the cash element of domes- 
tic institutional investment 
portfolios. Resource stocks 
and cyclical exporters are 
being given a wide berth, 
but Australian analysts 
pinpoint long-term value In 
retailers and financials, 
notably the banks, where 
share buy-backs and 
mergers are current 
themes. 

Foreign Investors might 
even ride up with the Aus- 
tralian dollar. It touched a 
four-year low against the 
US dollar recently. 
Although Australia has a 
sizeable current account 
deficit, the broad feeling is 
that it will at some stage 
climb off the bottom of its 
long-term trading range. 

Jeffrey Brown 


Tokyo rides a rollercoaster 


ASIA PACIFIC 


Shares in TOKYO took a 
roller-coaster ride, first 
down, then up, before com- 
ing to a stop where they 
started, writes Paul 
Abrahams in Tokyo. The 
Nikkei 225 average fell as 
low as 15,083 and then 
moved as high as 16,603, 
before closing just 6.9 lower 
an the day at 15,427. 

The markets woe initially 
unnerved by falls on Wall 
Street, and a drop in Nikkei 
futures in Chicago to 14,960. 
But the yen’s slight recovery 
- aided by stories of Inter- 
vention in the currency mar- 
kets by the Bank of Japan - 
helped Investors to regain 
their nerve. Volume was 
heavy with 513m shares 
traded, Losers outnumbered 
gainers 667 to 446, with 144 
stocks unchanged. 

In London, the ISE/Nlkkel 
50 index added 3.91 at 
1,372,19. 

Yamalchi, smallest of the 
big four brokers, continued 
to slide. It was the biggest 
percentage feller as well as 
the most heavily traded 
stock, losing Y25 or 16E per 
cent at an all-time low of 
Y123. At one point it touched 
Y1I4. The company has been 


implicated in m aking pay- 
ments to gangsters, and is 
also financially stretched, 
causing concern following 
the bankruptcy earlier this 
month of Sanyo Securities. 

Bank stocks were particu- 
lar beneficiaries of the stron- 
ger yen, with the sector 
recovering L2 per cent Oil 
and coal companies also 
advanced on the currency's 
rise, bouncing somewhat 
from Wednesday's sharp 
falls, to close np just aver 2 
per cent Cosmo Oil gained 
Y9 to Y268. However, air 
transport stocks were among 
the biggest fellers, dawn 2.4 
per cent overall. 

Softbank, the troubled 
multimedia company, fell 4.6 
per cent to an all-time low of 
Y2£fi0. 

The Nikkei 300 rose 0.07 to 
234J22 hut the Topix index of 
all first-section shares fell 
1.39 to 1,197. Hie Osaka OSE 
index fen 1.14 points to close 
at 16,425, on volume of 
14.85m shares. 

BANGKOK fell 3,2 per cant 
as bears homed in on the 
financial sector. Banking 
stocks came under pressure 
after poor nine-month 
results from Industrial 
Finance Corporation of Thai- 
land and a downbeat note on 


the sector from Jar dine 
Fleming. 

IFCT shares fell BtL25 to 
Bt30 after profits fell by 95 
per cent, and the bonking 
sub-index was down per 
cent. 

The SET index lost 15.56 to 
453.81. Big losers included 
Bangkok Bank, down Bt7 to 
Btl09. 

Against the regional trend, 
HONG KONG posted solid 
gains after an easing In 
Interbank rates fuelled some 
hope that a near-term prime 
rate Increase could be 
averted. 

The Hang Seng index rose 
112-87 at 9,720.78, up from a 
low of 9,436.55 in early trade. 
Michel Camdessus, the IMF 
managing director, also pro- 
vided a morale booster by 
dismissi ng talk of a banking 
crisis in Hong Kong. 

KARACHI finished below 
the 1,800 level with investors 
still unsettled by Wednes- 
day’s killing of four US 
citizens and their Pakistani 
driver In an ambush. 

The KSE-100 index lost 
2484 at 1.T98J50. 

JAKARTA was dragged 
down 2.6 per cent to a two- 
year low on expectations of 
more poor corporate results 
to come. The composite 


index fell 11.69 to 437.95. 

MANILA fell 2.1 per cent 
as blue-chip stocks dived, 
spooked by weakness on 
Wall Street. The composite 
index was down 3826 at 
1,803.55. Brokers said Inves- 
tors were concerned that 
continuing weakness in US 
markets was making it less 
likely foreigners would 
return to Asian markets. 

TAIPEI suffered from, 
renewed weakness in the 
key technology sector, which 
was dragged down by fells in 
the Nasdaq index in the US. 
The composite index fell 
157.22 to 7,55494 In thin vol- 
ume. 

Taiwan Semiconductor 
eased T$4 to T$121 in spite of 

an upbeat presentation 
about the memory chip 
industry. 

WELLINGTON fell 2 per 
cent, with Telecom bearing 
much of the brunt of the 
day's selling, losing 27 cents 
loss at NZ$8.10 ahead of 
results as the market dosed. 
The NZSE-40 Capital index 
lost 4850 to 2567.72. 

BOMBAY dropped to a 
seven-month low on rupee 
weakness, political instabil- 
ity and foreign fond redemp- 
tions. The BSE-30 index lost 
79.08 to 3,554.10. 




Open 

Your mantra me has gone to meet its 
maker. Now you have open systems, 
efient/server architecture, distributed 
processing - call it what you wft 

it works. But now there are 300 
bucking IT Directors on the network 
doing their own thing. And it's your job 
to manage it 

View 


Hewlett-Packard's Open View is a suite 
of tools that works as your eyes and 
ears on the network. Open View can 
also distribute software, reduce 
system bottlenecks and fix faults. 
Whafs more, ft looks after muftpfe 
platforms, Including UNIX and NT. 

Prevent your ‘Open" dream becoming 
your worst nfehtmare. CaS to arrange a 
visit to our Enterprise Computing 
Centre to see OpenVIew In action. 


Pnfiofcf 

HPflOOO 

ftrtner 




MraseData 


0800 22 88 88 


* 




t 











\Us» 


fc, S S 

rah: 


FINANCIAL TIMES SURVEY 


Friday November 14 1997 


tlU‘ sh; 


iff) 




THE UK PRIVATE FINANCE INITIATIVE 

A change of government has seen fresh 
impetus given to a five-year-old scheme, 
write Alan Pike and Nicholas Timmins 

Success comes 
in small steps 


The Private Finance 
Initiative, a project which 
has always been a drama 
and occasionally a crisis, has 
now entered what is proba- 
bly the most critical phase erf 
its five-year existence. 

Since May l the new gov- 
ernment has reviewed and 
relaunched the PFI and 
believes that, finally. It is in 
good health. 

But. at the moment, that 
remains a belief. Since the 
general election new projects 
worth around £500m have 
been signed, compared with 
£7.5bn over the whole period 
since 1992. 

In other words, the success 
rate has yet to rise despite 
the signing of two flagship 
deals in the hospital sector, 
the first - and tiny - PFI 
■deal in local government, 
and signs that the defence 
ministry, once one of the 
more resistant departments 
to the concept, is now 
embracing it with enthusi- 
asm. 

Jenny Price, chief execu- 
tive of Major Contractors 
Group which represents 
Britain’s big builders, says 
the government ha« made “a 
good start in giving the pro- 
cedures a good shake”. The 
treasury taskforce, whose 
final member started work 
earlier this month, “seems to 
be getting things done”, she 
says. "Our hesitation, in so 
far as we have one. is that 
there is still not a vast num- 
ber of projects coining 
through, and that in educa- 
tion and the local authority 
world the real work is only 
just starting." 

Nonetheless, a remarkable 
amount has been done since 
May to simplify procedures, 
and the treasury is pushing 
departments hard to produce 
“templates” and model con- 


tract terms, both ones that 
can be repeated within 
departments for samflar pro- 
jects and ones which can be 
used across them. The aim is 
to cut the mighty bid costs 
which have surrounded PFI 
and speed transactions. 

Charles Cox. of 

the Confederation of British 
Industry’s (CBD public pro- 
curement and efficiency 
committee, says he wel- 
comes the treasury's insis- 
tence that these should not 
turn into rigid guidance. 
But, he says, that is not how 
spending departments are 
always interpreting them. 

“We are getting cases 
where what are seen as 
guidelines at the top are 
treated as utterly inflexible 
rules by the time they reach 
officials in spending depart- 
ments," he says. “This is 
leading to stand-offs and 
negotiations about negotia- 
tions." 

Adrian Montague, chief 
executive of the new task- 
force, who appears both 
relaxed and on top of the 
job, disagrees. 

“I understand that there 
may be that concern, but we 
need to get a number of 
things dear," he says. "First 
of all. by model contracts we 
do not mean prescribing 
rigid uniformity across a 
number of sectors." The «im 
rather, is to turn the prod- 
ucts in each sector, as far as 
possible, into commodities, 
but also to apply across sec- 
tors those elements that can 
be turned into a common 
approach. 

“The prison .sector is 
becoming s commodity prod- 
uct,’’ he says. "It is almost 
<m a production line.” Road 
and IT schemes are "urn or 
less there, and after an 
uncertain start the health 


sector is beginning to get 
there. In the public sector 
environment, where experi- 
ence is a precious commod- 
ity. anything that we can do 
to spread the benefit of what 
experience there is much 
more widely - by getting 
people to use standard con- 
tracts as a point of departure 

- is valuable 

“But we are not stultify- 
ing, we are trying to find a 
generally-accepted frame-, 
work on which to hang simi- 
lar transactions.” 

For the next wave of hos- 
pitals projects “we will have 
much more refined docu- 
mentation as part of the 
original Matting package. 

“Replication Is not pres- 
cribing identical projects. 
What you require is a com- 
mon risk allocation and ele- 
ments of the output specifi- 
cation that are replicable 
deal by deaL It doesn’t 
you won’t have apples or 
pears in what hospitals look 
like. But the whole process 
of risk allocation, the finan- 
cial structure and specifica- 
tions, derive from a common 
framework, even though 
they are adapted to very Af- 
ferent rtry mwgtanffp* " 

A big drive is also under 
way to prioritise projects in 
local government to avoid a 
repeat of the experience in 
hp»Hh where under the last 
government a thousand 
flowers were planted but 
nnnp bloomed.: In addition, 
after the success in health, 
the private sector is to be 
given guidance, department 
by department, over which 
schem es the government is 
likely to bade. 

To date, just one local 
authority pathfinder project 

- a £lm IT system far the 
London borough of Harrow, 
has been signed. But the 
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Local Government (Con- 
tracts) Bill, clarifying the 
powers of councils to enter 
PFI contracts, will soon 
b ecame law and dear indica- 
tions of which projects the 
government is likely to 
endorse are on their way. 

In reality, many local gov- 
ernment contracts are likely 
to continue through joint 
venture companies and 
other established, non-PFI 
routes - this mouth's selec- 
tion of the Capita group as 
preferred supplier to run the 
London borough of Lam- 
beth's revenues, benefits and 
cashiering services being a 
typical deal 


’ Btdgsnl prison 
Fazakertay prison 
Lomdhetn Orange prison 

Hfclfvv 

IND Gatvrick 

pabx rr- . 

CookhamWood STC 
passport Agency; data . 
Passport Agency: supply 
Other minor projects 
Total 


Carlisle hospital -85 

Oarttord & Gravesham . 
hospital 115 

Small projects - 102 

Total . 302 


Environment 


DLRextenatan 200 

Wettham Forest HAT IS 

OE2 Conference Centre ru. 

Total sms 


Education 


Ctarendon Co*ege 16 

Greenwich Student 
As soc ia t ion 11 

WtSPER 3 

12 separate sports taciRttas 30 
ESCOM 5 

Total 65 


Social Security^ 


NIRS2 

BA/POCL 

Total 


^53 


Skye bridge 24 

' LatWarVFordi health board 5 

Wortham NHS trust 6 

Invemeos/Fort'WIt&Bm water- 46 

M74/M6 . 160 

Bcddovie Waste to Energy 43 

8Uifing FE centre ' 4 

Other hedKh . 48 

Total 335 


But ministers are anxious 
to use PFI to meet the main- 
tenance and rebuilding back- 
log in the nation's schools. 
The private sector is most 
likely to be attracted to 
schemes which bundle a 
group of schools into a sin- 
gle, substantial contact. Fal- 
kirk Council, in Scotland, is 
set to become Britain’s first 
authority to complete a PFI 
deal on these lines. It has 
short-listed bidders to 
rebuild, manage »r»ri main- 
tain five schools on a con- 
tract that will be worth 
around £100m over 25 years. 
About 30 school projects are 
currently' under consider- 


Edtnburgh accommodation 9 
Ma n ch ester accommodation 29 
Total 38 


Royal Armouries museum 42 

British Library NbJtography 22 

Others S 

Total 69 


Osirts 

University Hospital 
Total 
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Trade and tncfu»tr>jfl3 


Minerva (IT) 1 

2 Vehicle service contracts 3 

Total 4 


Northern Irwlincj&jS 


Medical equipment 
Other small deals 
Total 


ation in English and Welsh 
authorities. 

“At first sight" Mr Mon- 
tague says, “the schools sec- 
tor clearly poses at lot of 
challenges." But Falkirk 
shows one way forward, and 
with education one of the 
government’s top priorities 
“we need to make an impact 
on the backlog". 

Geoffrey Robinson, the 
government's paymaster- 
general who is responsible 
for the PFI, said the govern- 
ment was talcing so unding s 
with financiers and con- 
struction companies on 
schools and was in negotia- 
tion with tbe European 


I Customs and 
Local Authortty^Wjj 


Harrow (TT) 1 

Total signed deals £7,545m 

Investment Bank which at 
tbe Amsterdam s ummi t had 
its remit broadened to 
include schools within its 
borrowing limit 

A feasibility study on 
whether PFI can be used to 
refurbish local authority 
housing is also due to be 
published shortly following 
work by the department of 
the environment, transport 
and the regions and IPs. the 
body which promotes PFI 
within local government. 

Other worries remain. The 
crucial question of how to 
account for PFI transactions 
- whether they are genu- 
inely off the public sector 


borrowing requirement - 
still remains finally to be 
resolved, despite the trea- 
sury's recent interim guid- 
ance. 

Robin Hutchings, a mem- 
ber of the former private 
finance panel executive who 
is now with Arthur Ander- 
sen, says he suspects the net 
effect of the treasury guid- 
ance and tbe likely outcome 
of the Accounting Standards 
Board's deliberations may be 
“that more transactions will 
be classified as on balance 
sheet - and therefore on the 
PSBR”. 

More stringent guidance 
from the ASB, he says, could 
mean that “in some sectors, 
it is highly likely that no 
schemes will be off balance 
sheet”. 

At the moment, he argues, 
“the accounting tail is wag- 
ging the business dog" as 
schemes are restructured in 
less advantageous ways in 
an attempt to make sure 
they da not count against 
the PSBR. 

He advocates that the PFI 
should merely seek the best 
value-for-money deal, 
regardless of which side of 
the PSBR it falls. That 
approach, however, would 
defeat one of the govern- 
ment's key aims: achieving 
capital spending without it 
counting against public bor- 
rowing. 

Mr Robinson, by contrast, 
believes the government is 
“pretty much there" on the 
accounting issue, although 
certainty will have to await 
the ASB's final pronounce- 
ment 

The paymaster-general's 
judgment on the PFI under 
Labour is that it is going 
“pleasingly well” so far. 
while admitting that the 
acid test will be how many 
projects come through. He is 
reluctant, though to talk 
about targets, and the Con- 
servatives' target - £iObn of 
schemes over three years - 
is unlikely to be repeated by 
Labour. 

Such target-setting is 
“artificial”. Mr Robinson 
says. “The previous govern- 
ment set a whole range of 
targets which regularly they 
missed.". But “the scope for 
PFI under this government 
will be considerable, there is 
no question about that". 


BHFCU:;t-v 


pen 


Call it PFI. 
Call it PPE 



r> IMTMf 



Whatever you call it, 

✓ 

Call us. 







FINANCIAL TIMES FRIDAY NOVEMBER 


14 1997 


...rt ' 

v • 


2 THE UK PRIVATE FINANCE INITIATIVE 


ACCQUHT1NG * by Nicholas Timmins 


A delicate balancing act 


Even accountants 
are unable to 
agree on whether 
risk has been 
transferred 

Five years after the Private 
Finance ^Initiative was 
launched a time bomb is still 
ticking away beneath it - 
the* Issue of bow to account 
for. PFI -deals in the books of 
both-the public and private 
sectors. 

An issue which rapidly 
becomes deeply technical is 
nonetheless of profound 
importance. The PFI has, 
after all, two main aims: to 
use the private sector to 
deliver services more effi- 
ciently, but also, at a time 
when public spending bn 
capital is tightly con- 
strained, to shift off balance 
sheet and thus off the public 
sector borrowing require- 
ment, the capital cost of 
roads, prisons, hospitals, 
schools and as many other 
public services as possible. 

To achieve that however, 
real risk has to be trans- 
ferred from the public to pri- 
vate sectors. And at present 
it is. in the main, the 
accountants who decide 


whether that has been done. 
At present, they can’t agree. 

Ever since the PFI started 
in 1992 the Issue has bubbled 
away in the background. It 
is currently In the hands of 
the Accounting Standards 
Board, the body which in 
effect lays down the rules for 
the profession. But last 
month, with the settlement 
of some PFI deals being 
delayed- by uncertainty, the 
new treasury taskforce 
issued an interim “technical 
note” on how to account for 
PFI transactions. 

The move was an attempt, 
in the words of Peter Wan- 
less, the head of the task-- 
forceps policy arm, to end 
“considerable doubt and 
uncertainty" about how to 
decide whether projects 
count against the public sec- 
tor borrowing requirement 
(PSBR). “Even accountants 
within the same firm have 
given different views about 
how to treat projects within 
the books of the public and 
private sectors," he says. 

Accountants, attempting 
to simplify the issue, explain 
the dispute as follows. If the 
government buys a road or 
hospital or prison in the tra- 
ditional way, it plainly owns 
the asset It will be “on bal- 


ance sheet” in so far as the 
government runs one. And it 
will definitely count towards 
thePSBR. 

If, on the other hand, it 
uses the PFI route and does 
not in any sense buy a hospi- 
tal or prison but merely 
buys the service on a 25-year 
contract and pays only for 
what it uses, then the gov- 
ernment is clearly buying a 
service and not an asset. 

- It does not in any sense 
own the hospital. All the 
risk is transferred to the con- 
tractor. If no patient is ill. or 
no one needs imprisoning, 
the contractor doesn’t get 
paid, and in all likelihood 
loses a lot of money. 

Most PFI projects lie some- 
where between the two - 
there Is a degree of risk 
transfer but also some level 
of guaranteed payment or a 
reasonable expectation that 
the public sector will pay. 

The argument then comes 
dawn to how much risk is 
transferred. Payment guar- 
antees will depend on the 
service being available, but 
those clauses can be struc- 
tured in many ways. They 
can involve quite a lot going 
wrong before penalty clauses 
are invoked - a small risk 
transfer - or heavy penalties 


for not much going wrong. 

The services, however, are 
often delivered out of build- 
ings. IT the contract Is struc- 
tured with one payment for 
the building and another for 
the service, and the penal- 
ties all relate to failures of 
service delivery, then in. 
practice the government 
effectively owns the build- 
ing. It is liable for the pay- 
ments, and that plpmpnt of 
the contract would have to 
count against the PSBR. 

Most contracts, therefore, 
have a single payment but 
the same argument still 
arises. If revenue is lost 
through the service not 
being available - the operat- 
ing theatres are dirty, for 
example - is that only 
because the service side is 
failing and in practice the 
government is still liable for 
the building? Or is the fact 
that the contractor is not 
being paid In full sufficient 
evidence that the building Is 
part of the service, not a sep- 
arate asset? 

It is on tbis point that the 
accountants divide. Some 
see the test as being whether 
the contract is paid out in 
full, regardless of the precise 
trigger for that: in other 
words, so long as the total 


revenue is affected, not some 
discrete corner of it, then 
real risk is transferred. Oth- 
ers argue that In many con- 
tracts the penalties In prac- 
tice only relate to service 
delivery: as a result, in the 
real world, the government 
is still liable for the underly- 
ing asset and therefore the 
deal is on the government’s 
balance sheet 

Peter Holgale, technical 
partner for national account- 
ing at Coopers and Lybrand, 
says the treasury guidance 
tends toward the former 
view. The current unpub- 
lished drafts from the 
Accounting Standards Board 
point towards the latter. If 
that is what the board 
finally goes for, he argues, 
thgn, even if the guidance is 
not made retrospective, “rep- 
lications of the deals that 
have been done to date for 
prisons and hospitals will 
almost certainly count 
against the PSBR in future". 
That would, he concedes, 
“defeat one of the key aims 
of the PFT. 

The suspicion is that a 
government unable to get 
the deals off the PSBR might 
then lose interest in the FFL 

Alan Cook, technical direc- 
tor of the Accounting Stan- 
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dartls Board, says: “TWs is 
not an easy question, even, 
when you approach it with a 
completely open mind — and, 
of course, there are people 
who are approaching this 
with particular results that 
they want to achieve. 

“We could, however, all 
end up with, very red faces if 
we suddenly found that we 
had been creating an 
accounting illusion, about 
whether we are really get- 
ting thing s off balance sheet 
or not. 

“It Is extremely important 
that in any reports to pariia- 
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meat the liabilities from PFI 
deals are clearly and prop- 
erly reported so that parlia- 
ment see the subsequent 
payments government will 
have to make - the effect of 
taking things off the PSBR 
now In return far larger pay- 
ments later." 

The PFI, he says, “is a 
little bit like moving from a 
funded pension scheme to an 
rmi^ Tn dPd one, and there are 
questions about whether in 
t fra end you ce n afford it. I'm 
not accusing the government 
of doing that -because the 
PFI is supposed to be a more 


efficient way of doing the 
business. But we must make 
sure that we do not In the 
process end up with account- 
ing illusions about what is 
affordable". 

The ASB is likely to come 
up with its final answer next 
year following consultation 
on a public draft due to be 
published just before Christ- 
mas. If that draft takes the 
narrow view on what should 
be on the PSBR. it may 
prove for Gordon Brown, the 
chancellor of the exchequer, 
to be a very unpleasant 
Christmas present indeed. 
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Hard work brings rewards for the man from the tax office 


Self-assessment has 
given- IT project an 
opportunity to prove 
value of outsourcing 

Taxpayers struggling with the 
unfamfllartty of the new 
self-assessment system may not care 
that the information technology is . 
behaving well. But it is another 
example of the value of public-private 
partnerships. 

In the 1980s, the Inland Revenue ..." 
was regarded as a public sector 

frant-runner for the quality of its . 
in-house IT services. But the pressures 
of maintaining high standards of 
service - particularly problems of 

nmn i thig and re taining Bcarce 
specialist computer staff on pubHe ; _ . 


sector pay scales - gave It an interest 
in forming partnerships with private 
providers before PFI became part of 
the English language. 

Driven by a combination of 
business, financial «wi operational 
considerations, the Inland Revenue 
mitered into an agreement with EDS, 
the US group which has become a 
struu g ly- establxshed supplier in the 
UK market* to provide computer 
services. 

Around 2,000 Inland Revenue staff 
. transferred to EDS when the 
. company took on the contract - 
making it, in employee transfer 
terms, the UK’s: biggest IT outsourcing 
deal. 

EDS’s CESA (Computerised 
Environment for Self-Assessment) 
system was reedy on time, a year ago. 
to face its firsttest of issuing tax 


returns to more than 8m taxpayers. 
After the successful launch of this 
"■■Hal phase of the protect, Geoffrey 
Bush, toe Inland Revenue . . 
director-general, wrote a letter of 
congratulation to the company. It 
Included the comment that ‘too one, 
however hard they try" coold take 
away the success of the operation. 

Hie cryptic form of words referred 
not to problems with the technology, 
but With criticism of the contract. 
Concern had been voiced in - . 
parliament and elsewhere that BBS’s 
16-year deal with the Inlaid Revenue 
was likely to rise In value from £lbn 
to around £X.6bn. 

EDS and the Inland Revenue > 
defended themselves against their 
critics, insisting that the adverse - 
comments reflected a faflure to ■ 
understand the nature of the original' 
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First Acute Hospital PFI scheme 
and 

First PFI scheme under the new Labour Government 
to reach financial close 


The Hospital Company (Darenth) Ltd. 

£108,000,000 

Senior Debt Facilities 


To design, build and operate a new hospital for the 
Dartford and Gravesham NHS Trust 


Arranged and Underwritten by 


Rabobank International 



The United Bank of Kuwait PLC ngMJeM 


Deutsche Morgan Grenfell 




contract. This allowed the Inland . 
Revenue to add orders for extra,, V . 

services as its needs developed -r the 
CESA system itself was not part of the 
infriiri contract. /. . . : 

But the episode contains a warning -C 
for outsourcing oomparitas. toldngdn .' ”• 
public sector work. Their operations,; 
and particularly their profftvwiH be..' ' 
scrutinised minutely and subjectedto.v - 
criticism that is sometimes less than : 
fully informed. . . • 

The Inland BevezraerEDS ccmtoact ' ■./ 
involves a particularly dose working '■/. 
relationship between tiie two ~ *,[■ 
organisations’ - managements.! Alan..". ' i - , 
Stevens; EDS maitogfagdlirectdr, sees 
this as an appropriate way of working 
with public sector clients. ; 

“Not all customers want partnership ' 

• ~ some prefer a moire arms-lengtiL ! 
relationship with a series of 


suppliers, *he says. “Bui partnership 
is very suitable for tfce puhlic sector 
wh^ werec 0 jghise that, as well as . 

; pxdvhfoig^gx^Brav^-val^fqr^ 
moneyanA scrutiny by 'foe 1 National 
Audit Office are particnlar issuBs. ’^ 

:-V John Yard, dfrectorof t he I n lan d : 
-Revenue's business nhdinaaiagemeBt; 


djvete^|ng.mid sustaining such a 


plenty of scopefbr aimti aferdtares 
-.issu^ such as parliarorantary .. r. 
accountaWtcty are of great tofoactanee : 
rJto. theimblK'seetor, wMtethAPrivate ’ 
seOtorfatfrivenby the bottom Hue, 
--TTCon'j^iwot assume that onraike 
- dmftrecttenns brim be^n agreed,.-. 

■ thi^s are bound to succeed- The 
-contract fa too. more titan the y i ^ 
■..fraEiawjiA'to'whiifa the coutintong ... - 

re l ationship must operateand ■ \ 


devdop. A small dedicated team Is 
then needed to keep things working. 
They must be committed to the . 
partnership, prepared to share a . 
mu tual understanding of each other’s 
interests, and .see problems that arise 
through each other's eyes.* 

Mr Yard describes running the - 
. partnership process as the 
■ “management of the give and take** . 
between client and contractor. 
‘fPmtnerehip is a 

comfortable-sounding word, but it Is 
not something, that happens and . 
snrrives automatically.; My strongest 
adviOEtocoDeaguesinthepublic. 
sector' who are considering PFI deals 
is tijat yon cannot contract out an 
important service and then forget 
aboUt it." : 

; I . Alan Pike 
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lie foundation stone of 
infrastructure finance. 
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(Vs the Private Fulance Initiative opens up new opportunities for private sector investment in infrastructure 
projects, a single factor may determine the commercial viability of many schemes; the cost of finance. 

. For over a decade. Financial Guaranty Insurance Company has been deeply involved in infrastructure finance 
in the US and now Europe. In fact. FCIC has insured infrastructure bond issues in excess of 556 billion 
- and saved issuers many millions of dollars in borrowing costs in the process. Our experience and expertise in all 
stages of infrastructure finance is supplemented by our Aaa/AAA/AAA ratings from the leading American 
rating agencies, our substantial financial strength and our superior claims-paying ability. The impressive 
resources of our parent company GE Capital Services are an added advantage. 1 And the earlier you involve us, 
the more we can assist iu making sure you get the right infrastructure finance az the right price. 

For further information about FGIC and- how we can help, simply telephone Mary 
Ellen Pavlovsky on 0171-302 6030 or write to us at 20 Stl James’s Street [jondon SWlA 1ES. ■ t 
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SOCIAL SECURE in by Nicholas Timmins 


Prime scheme is 
vision of future 


PPM's innovative 
approach may 
spread to other 
government 
departments 

The biggest PFI of them all - 
the £3bn to £4bn project to 
privatise the 700 department 
of social security (DSS) 
offices - should be signed by 
Christmas. 

Of all the PFI deals, it is 
perhaps the most original 
and innovative — and one 
that in time may reshape the 
private sector every bit as 
much as the public. 

Instead of hanks and com- 
panies. large and small, 
managing their own prop- 
erty portfolios - while out- 
sourcing to varying degrees 
their support services from 
catering and cle anin g to 
security and IT - in this 
vision of the future they win 
instead simply buy a service: 
a fully-serviced building 
with guaranteed perfor- 
mance, but one which they 
no longer own or manage or, 
in tbe conventional sense, 
lease. 

It is the vision which lies 
behind Prime, as the DSS 
project is known. Assuming 
the deal is done, PPM, a con- 
sortium based around the US 
investment bank Goldman 
Sachs, will pay just £25Qm 
up front for what in effect is 
an extremely sophisticated 
20-year sale and leaseback of 
the decidedly- mixed bag of 
DSS properties: a portfolio 
which stretches • from 
run-down local benefit 
offices to the massive post- 
modern fortress of Quarry 
House in Leeds and every- 
thing in between. 

PPM will then do every- 
thing to maintain and ser- 
vice them, from cleaning to 
catering and light bulb 
changing, to air conditioning 
and security. In addition, to 
provide the quality of accom- 
modation defined in the con- 
tract. it will have to refur- 
bish a proportion of the 
property - - an area where 
PPM carries the risk - and it 
will -actively manage the 
portfolio. 

The aim is to slice a large 
amount off the £350m-a-year 
which the accommodation 
currently costs the DSS. 
though how much is not yet 
clear £35m to £5Qm on some 
estimates, more on others. 

An immensely detailed 
specification has been 
worked out for the service 
level for each building down 
to clean desks and clean toi- 
lets and what that means, -, 
with the aim of providing a . 
better service to both DSS 
staff and claimants. 

At the same time, the 
properties have been divided . 
into three; “core“‘' buildings 
- around. 65 per cent of the 
total - - : which the DSS 
believes it will need to 
retain; a “flexible" 25 per 


cent or so, about which the 
department is less certain; 
and 10 pa* emit which will 
already be surplus to 
requirements on April 1 
when the contract is due to 
take effect 

Hie. last offers jrrmwtiate 
development potential for 
PPM. For the flexible ele- 
ment PPM can persuade the 
department to move where it 
can see development poten- 
tial in the existing buildings. 
It can do so. however, on 
condition it provides match- 
ing property in a location 
which suits the department’s 
needs, and under a deal 
whereby it splits tbe devel- 
opment gain 50-50 with the 
DSS. 

For the “core" element if 
the department later decides 
it no longer needs a property 
there is a change mecha- 
nism. The department would 
have to compensate PPM for 
the loss of its service profit 
but would again share in 
any development gain that 
resulted. 

The aim, according to both 
DSS civil servants and PPM, 
is a partnership where PPM 
has incentives to run the 
existing property well to 
make money, bat also to 
think of new ways and loca- 
tions for running the depart- 
ment's business in order to 
make more, while sharing 
the proceeds with the tax- 
payer. 

In theory, this will mean 
staff and claimants seeing 
considerable change in the 
location of offices, but also, 
in theory, a much improved 
service. 

Tbe deal will take PPM 
overnight from nothing to 
one of the UK's biggest prop- 
erty companies. It will, how- 
ever, directly employ few 
people. Its direct workforce 
will be core of 360 people. 250 
of whom will man the help 
desks, organising rapid 
answers to com plaints from 
blown light bulbs to broken 
toilet seats, provide tbe cru- 
dal IT support for the proj- 
ect and manage contracts. 
Almost everything else wfll 
be outsourced around five 
regions on two to three-year 
contracts. The remaining 
core of the company will be 
estates: the 1 people concen- 
trating on the property deals 
which will -be an integral * 
part of the project 
Maxrish Chande. the chief 
executive nf PPM. reels off 
statistics showing that PPM 
will offer the largest single 
cleaning contract in the 
country, the largest carpet 
contract and the like. “If we 

can’t achieve value with that 
sort of buying power, we 
shouldn’t be in business at 
all, ".he says. 

Throughout,^ ihe-DSS~ baa 
attempted to'ieam from pre- 
vious privatisations. As with 
the development gain, the 
contract- includes a “wind- 
fall" clause so that if PPM 
floats or sells itself an at an 


enormous profit - .as has 
happened with the rail priva- 
tisations, for example - the 
department, on tbe taxpay- 
ers’ behalf, will take an as 
yet undisclosed share. 

This approach may in time 
be replicated across large 
chunks of tbe government's 
5.000 office buildings - some 
118m square feet of space. 
Inland Revenue and Cus- 
toms and Excise are examin- 
ing the prospect of a similar 
deal, while the Employment 
Service has started a feasi- 
bility study. All are deals 
that PPM is likely to bid for 
to add to its portfolio. 

But both DSS civil ser- 
vants and PPM believe tbe 
approach should transfer 
easily to the private sector. 

Mr Chande says: “It cre- 
ates a completely new con- 
cept. In the past big compa- 
nies have too often found 
themselves lumbered with 
big property portfolios they 
no longer need. 

“Even when they need 
them , they have rnintonn of 
pounds of assets on their 
balance sheet in terms of 
property, which they then 
have to employ people to 
maintain and service, or get 
people in to do it on con- 
tract 

“Someone like PPM comes 
along and says we will take 
that property off you. release 
the capital to your balance 
sheet, and provide an Inte- 
grated service from ensuring 
your PC comes on in the 
morning to r unning the post 
and keeping the toilets 

r-ipnn 

“You no longer have 20 
people managing the con- 
tracts and building services. 
You just have one person 
you Interface with. We pro- 
vide all the service, and if 
we don’t perform you can 
dock us the money. It’s a bit 
similar to office hotels or 
serviced suites aimed at 
gmaii companies, but on a 
glorified scale, and we don't 
get paid if we don’t per- 
form." 

The concept is American - 
which is where most of the 
equity in PPM has come 
from, save far the 10 to 15 
per cent stake held by Mr 
Chande himself and his part- 
ner Martin Myers, the found- 
ers of the property company 
IMRY. 

A critical question in the 
success of Prime will be how 
accurately the DSS has 
judged its “core" needs: 
whether, for example, bene- 
fit offices will in fact be 
replaced entirely by “smart 
cards", producing consider- 
able compensation payments 
as the DSS vacates space. 
But if that is the way the 
world goes, tbe DSS avfl ser- 
vants argue, they will be no 
worse off with Prime, and 
arguably better, given the 
department's undistin- 
guished past track record as 
a property manager and dis- 
poser. 



HEALTH • by Nicholas Trmmins 


Hospital plans are on the mend 


Development of 
model deals may 
cuts costs and 
time spent on 
negotiations 

Six months ago there were 
none. Now there are two. By 
tbe end of the year there 
should be five, according to 
department of health 
officials. 

To the £1 15m Dartford 
and Gravesham hospital and 
the £85m scheme to provide 
a 474-bed new hospital in 
Carlisle, the first two PFI 
deals to be dosed, should be 
added the sooth 
Buckin ghamshire scheme, 
the green field site 
development at Norwich and 
Norfolk, and Durham, a 
hospital close to the 
Sedgefield constituency of 
Tony Blair, the prime 
minister. 

“For the first time in a 
long-time it feels as though 
it’s going well,” one senior 
civil servant in tbe 
department of health’s 
private finance unit says. 

“It feels as tfaoogh we 
have turned the 
comer." 

The decision by Alan 
Mffinim, the health 
minister, in July to present 
the axeing of 30 putative 
PFI hospitals as the 
biggest hospital building 
programme since Enoch 
Powell’s in the 1960s 
appears to have paid off. 

The less-promising or 
less-developed schemes 
were put on the back burner 
or cancelled, and the 
department and the 
industry’s effort to 
concentrate on the 
remainder appears to 


PROFESSIONAL ADVISERS • by Robert Rice 


Bates progress is mixed 


Treasury taskforce 
seeks to establish 
standard forms of 
contract for 
PFI business 

Among the 29 recom- 
mendations made by the 
Bates review for revitalising 
the PFI, three in particular 
focused bn the role of profes- 
sional advisers. 

Professional advisers had 
come in for considerable 
criticism in the months 
leading up to publication of 
the Pearl Group chairman's 
report particularly over the 
high cost of PFI advice on 
projects which appeared to 
be going nowhere. 

Malcolm Bates called for 
an accreditation system to 
improve the quality and 
consistency of external 
advisers; model contracts to 
reduce “sharply” legal fees 
and other costs; and the 

introduction of a system of 
remunerating advisers, at 
least partially', on a success 
fee basis. Progress by the 
treasury taskforce towards 
meeting those recoin 
mend at ions has been mixed. 

At the beginning of this 
month the taskforce put out 
a document outlining the 
approach, it was taking to 
model contracts.. ■ The 
taskforce's baseline position 
is that the current 
custom-built contract 
structures must evolve into 
commodities which everyone 
involved in PFI projects 
regard as the standard 
basis on which business is 
done. 

Bidders and procurers 


should be working within a 
predictable framework with 
as great a degree of 
standardisation as can 
realistically be achieved, it 
says. 

However, that does not 
mean the taskforce intends 
to impose-rlgid uniformity 
across all sectors - tbe main 
concern of professional 
advisers. 

Peter Wanless, bead of the 
private finance policy t eam , 
acknowledges that each 
sector has its own 
pronounced characteristics 
and. the circumstances of 
each individual deal will 
almost certainly vary to 
reflect specific service 

requirements. 

He also says the taskforce 
recognises that there must 
be some scope far innovation 
in the contract, noting that 
it can be Just as costly to 
spend time “trying to 
shoehorn transactions into 
an over-rigid structure as it 
is to work from an 
insufficiently planned 
specification”. 

That said, the taskforce is 
convinced it makes sense to 
strive to create “templates” 
for future deals derived from 
-transactions that have 
already been signed. 

It believes templates can 
speed up the process by 
acting as.a common starting 
point for the next deal in a 
genetically similar stream of 
projects; reduce costs by 
raring experienced gained to 
expedite the next deal; and 
encourage strong 
competition by making 
financing cheaper and mare 
predictable. - 

Some progress has been 


made on templates for 
shadow tolled roads and 
prisons projects. The 
taskforce believes that, after 
“an uncertain start”, the 
acute hospital sector is also 
getting to the point where a 
model transaction can be 
developed. 

Over the next year its aim 
is to make progress with 
transactions, enabling 
departments to develop 
template projects in the 
education and government 
accommodation sectors. The 
ministry of defence is also 
updating its standard 
procurement terms and 
conditions. The taskforce 
also thinks there will be 
some contract issues where 
common thinking can apply 
across all sectors. 

Progress towards an 
accreditation system has 
been less noticeable. Mr 
Wanless says the problem 
Bales was trying to address 
was the importance of 
the public sector becoming a 
much more intelligent 
purchaser of advice and 
making better use of 
tbe information available 
to it 

One way to achieve that 
would be to have a 
formalised accreditation 
system for individual 
advisers, he says. But an 
individual qualification 
system would take two or 
three years to develop, and 
the Bates report clearly had 
something more Immediate 
in mind. 

In the short term, 
therefore, the taskforce is 
considering several steps. 
One would be to revisit the 
guidance note which 


contains five steps on how to 
appoint advisers and update 
it. Another would be to 
encourage a system 
throughout government of 
demanding references and 
encouraging the public 
sector to take them up to a 
more formalised way. 

“We can’t get into a 
system where you have a 
blacklist of advisers, but we 
want to make it much more 
transparent so it becomes 
very much more difficult for 
someone who has done a bad 
job for a NHS trust to one 
part of the country to find 
themselves appointed by tbe 
Prison Service in some other 
part of the country the next 
week." he says. 

What is clear, he adds, is 
that the taskforce will not 
have some kind of 
accreditation system where 
there are five or six big 
companies which clean up 
and get all tbe business. 

The question of paying 
advisers on a success fee 
basis has remained on the 
back burner. Mr Wanless 
says the taskforce has said 
in past guidance that it is 
thinking about such an 
approach but admits that it 
has not been a priority in 
recent months. 

He saj^ the danger with a 
success fee system is that it 
could lead to situation where 
advisers might advise you to 
do a deal at any cost in order 
to get paid, although he 
adds, “I'm sure advisers 
would say their reputation 
was on the line, so they 
wouldn't do that." The 
taskforce will, however, 
explore the idea over the 
coming months. 


be paying off. 

Problems remain. There is 
still too much duplication of 
effort in negotiating tbe 
contracts, but tbe 
department is working hard 
at developing a model 
transaction, or “boiler 
plate" contract terms, which 
can be transferred from 
scheme to scheme to cut 
bid costs and negotiating 
time. 

Tbe successful Tarmac-led 
consortium at Dartford and 
Gravesham has been told 
that the core contract terms 
used there can be rolled 
over into its Swindon 
project- 

The same is likely to 
happen for many of tbe 13 
other schemes approved for 
England and the four 
approved in Scotland, where 
the same consortium is the 
preferred provider for two 
schemes apiece. 

Carlisle, for example, is 
matched with University 


College London Hospital, 
assuming It survives the 
London review; the south 
Buckinghamshire 
development has the same 
consortium as Bromley: 
Hereford is paired with 
south Manchester 
Calderdale with Worcester 
North Durham with the 
Edinbu r g h Infirmary. 

Applying the same 
approach of using the terms 
agreed for (me project to the 
other should save millions 
of pounds in legal fees and 
weeks of work, the 
department’s private 
finance unit calculates. 

In addition, officials 
believe the industry is 
starting to evolve to helpftil 
ways. Half a dozen consortia 
are involved in the existing 
list of approved schemes, all 
of which should provide a 
hospital under construction 
a year or so from now. 

That in turn should make 
the next wave, on which 


ministerial decisions are 
expected next year, easier. 

From the industry's point 
of view, there are also some 
signs that Whitehall 
departments, even ahead of 
the recent creation of the 
PFT’s taskforce, are 
beginning to talk to each 
other. 

Health, education and the 
prisons unit are all in touch 
trying to agree common 
contract terms, the aim 
being to produce a system 
“where the industry 
becomes more confident that 
there is a common 
approach”, one official said. 

It is the big acute district 
general hospitals which 
attract the headlines, but 
progress is also starting to 
be bmHp in mental health — 
an area which, in theory at 
least, should be easier than 
an acute hospital. 

Replacing old Victoria 
lunatic asylums with a mix 
of secure accommodation, 


long-stay nursed beds and 
community care should be a 
natural for PFI once a 
template approach has been 
developed which lowers bid 
costs. Ox leas and Chichester 
are tbe front-runners here, 
but mental healtb is also 
bringing interesting new 
players into the market 
other than tbe common mix 
of a construction company 
married to a facilities 
manager. 

In Leeds, a £40 m scheme 
proriding a mix of 
community care, acute and 
long-stay mental health 
beds has seen Bradford 
North Housing Association 
selected as the preferred 
bidder and other housing 
associations may enter the 
market. 

Developing the PFI for 
primary care, however, is 
still in very early days: a 
gleam in ministerial eyes 
rather than a promise of 
early bricks and mortar. 


/ 


Coopers 

&Lybrand 



Our track record in PFI 
is well worth hearing. 


If you're dealing with a PFI project. Coopers & Lybrand should be 
your first call. With a successful record of high-profile, pathfinder 
projects and major contributions to policy and best practice, our 
understanding of PFI is second to none. The same applies to our 
resources. We have a team of over 100 people in the UK with 
experience of all aspects of project finance and PFI across all key 
sectors, from both sides of the deal. Which means that, if you want 
independent advice with a record of success, take the initiative now. 

To hear more, call Heather Morley on 0171 213 4824. 

www.uk.coopers.com/pfi pfu@coopers4.karoo.co.uk 


Solutions I Cj tenness assurance Q business recovery and insolvency 

. I O corporate finance O management consulting 

for Business I Q tax and human resource advice 

Coopers & Lybrand is o memt» a Coopen ft Lyorand mamcfltanal. a mnflad KriWy ng o cmni weaperated In Suteatond 









LOCAL GOVERNMENT • by Alan Pike 


Uncharted territory raises many queries > n pr 

Or ^ i- return 


Hopes are high that 
IT project at Harrow 
will provide catalyst 
for authority deals 

Total number of PFI deals signed in 
local government: one. Total contract 
value: around Elm. So, why the cele- 
brations? 

The agreement readied last month 
under which Unisys, the US computer 
systems and services company, will 
supply information technology (IT) ser- 
vices for the London borough of Har- 
row's revenues and benefits service is 
not In the PFI big time. Local authori- 
ties have entered into far larger IT con- 
tracts with the private sector through 
joint ventures and other non-PFl 
routes. But the Unlsys-Harrow partner- 
ship was the first local government PFI 
pathfinder project to reach fruition 
and. In spite of its small size, that gives 
it real significance. 

Local government remains an 

EDUCATION • by Alan Pike 


uncharted ter ri tory for PFI. Its sheer 
scale - some 550 councils, collectively 
responsible for around 25 per cent of 
total public expenditure - suggests a 
huge potential market But doubts over 
the legal status of councils entering 
deals, and concerns about whether 
many of their projects would be big 
enough to attract private sector inter- 
est, have led to uncertainly lingering 
longer than in other sectors. 

Ministers hope the legal worries are 
now resolved. The Local Government 
(Contracts) BilL confirming councils’ 
powers to enter a wide range of con- 
tracts and emphasising their enforce- 
ability, has completed its stages 
through the House of Commons and 
should become law soon. 

While the new legislation still faces 
the test of experience, there Is a good 
chance that it will revive bankers’ and 
private contractors' confidence in deal- 
ing with local government AH sides 
acknowledge that some confidence- 
building is required, following last 
year's now notorious Allerdale and 


Waltham Forest cases, when the High 
Court held that loans- guaranteed by 
the councils outside their powers could 
not be recovered. 

The question of whether council pro- 
jects will prove big enough to attract 
private sector interest should not in 
the view of PFTs supporters in local 
government be seen as a problem. 
Some schemes, such as roads and 
bridges, will be big. Others can be bun- 
dled together within local authorities, 
and perhaps eventually across council 
boundaries, to create packages of. a suf- 
ficient size to meet private sector 
requirements. 

But part of the Harrow deal’s signifi- 
cance as local governmenTs first PFI 
pathfinder was in proving that projects 
do not always have to be big to suc- 
ceed. In spite of the contract's modest 
value, 16 initial bids were submitted, 
with thp final shortlist waning down tO 
three of the best-known names in the 
sector - Unisys, EDS and ICL. 

In the particular circumstances of IT, 
a partial explanation fix- such a high 


level of interest is the desire of compet- 
ing computer services companies to 
build critical mass In the local author- 
ity market But it also demonstrates 
local government's scope far offering 
local and regional -companies an entry 
to PFI through small schemes. 

Peter Fanning, who this year took 
over from Paul Bryans as chief execu- 
tive of the Public Private Partnerships 
Programme (4Ps) - the body that pro- 
motes PFI and other farms of partner- 
ship in lnnai government - sees Har- 
row as the start of “an orderly pipeline 
of projects" to demonstrate the initia- 
tive’s value. “Government, local gov- 
ernment and business all have a part 
to play in the orderly build-up of a 
portfolio of completed transactions that - 
will create knowledge and experience 
and build confidence, he says." 

In addition to working with local 
authorities on projects, giving advice 
and sp reading information, 4 Ps is seek- 
ing practical ways of ensuring that, 
good practice guides and templates 
developed in the sector are based- on 


firm -experiehce. - Mr Fanning proposed . 
tolhe British Banking Association last 
month that a forum should be estab- 
lished where local authorities and their 
bankers could meet to discuss b anking 
and related legal issues. 

T believe that- standards and tan- 
plates are best developed by those who 
have to rely on them," he said. "I know 
that there is an appetite for such a 
fnnim among local authorities that are 
active In the PFI market.” 

With the agreement of Hilary Arm- 
strong, the local government and hous- 
ing minister, 4Ps has begun working 
with officials from the department of 
the enviro nm ent, transport and the. 
regions and Coopers & Lybrand to 
examine the scope for applying PFI 
principles to social housing. 

-Although many details await resolu- 
tion, the idea . under consideration 
would involve a local authority engag- 
ing a private partner to finance and 
carry out improvements to its h ous i n g 
stock. The private partner would 
receive the rental income and maintain 


and manage 

the opUon 

t**™ 0 ^ rf tb efr nStlonshlp with 
K S^uthority. L«al 

relationship based on 

"Si" 

jSSSed from a combination of service 
^d^SeTy to raise complex 

about whether it r^resenm 

good value for money 

rther ways of financing nnprovemente 

to social housing. Some answers 
be offered when the 4PS team produce 
a report early in the new year. 


School lessons still 
wait to be learnt 


The sector has ■ ““ 

, . responsible for PFI in the 

been. Slow to education and employment 

attract department says interest in 

. . partnerships with the 

interest in private sector to modernise 

partnerships schools is becoming 

r widespread among education 

"More' 'than 30 schemes authorities. 

'involving the use of PFI and “The use of PFI and other 
other public-private forms of public-private part- 
partnerships to rebuild or nersbip in education still 
refurbish schools are under needs some explaining to 
consideration by local teachers, school governors 
authorities and the and the public." he said, 
government. “But it is an important way 

Government ministers are of bringing in private sector 
investing a great deal of resources, and there is grow- 
hope that the private sector ing appreciation of its value 
will, through PFI, invest its for schools, universities and 
money in modernising the other higher education col- 
nation’s schools. Doubters leges.” 
have questioned whether Falkirk council, in Scot- 
school projects would prove land, is ahead of its English 
sufficiently lucrative to whet and Welsh counterparts in 
the private sector's appetite, bringing to fruition what is 
but there are signs of likely to emerge as a 
growing interest favoured pattern far schools 

Westminster city council, projects - bundling several 
in London, last year became - of an education authority’s 
the first local authority to buildings together to create 


Falkirk council, in Scot- 
land, is ahead of its English 
and Welsh counterparts in 
bringing to fruition what is 
likely to emerge as a 
favoured pattern far schools 
projects - bundling several 


announce that it intended a sufficiently big scheme to 
using PFI for a school interest the private sector. It 
project. Its proposals to has reached the stage of 
rebuild Pimlico school shortlisting bidders, with 
attracted a strong response selection of Its preferred bid- 
from the private sect or. B u t der d ue soon. 

central Limaea The problem facing Fal- 
offering the kirk councillors is that four 
PFI bidder the of their eight secondary 
ise part of its site schools, plus a special needs 
ble residential school, require significant 
nt, made it an improvements. It would cost 
sample. the council a prohibitive 

ejects now under £70m to replace the build- 
on suggest that ings by conventional means. 

be used by even if it could obtain gov- 
luthorities across eminent approval for such a 
ider range of high level of expenditure - 
:es. Falkirk's current non-hous- 


location. offering the 
successful PFI bidder the 
chance to use part of its site 
for valuable residential 
development, made it an 
untypical example. 

The 30 projects now under 
consideration suggest that 
PFI can be used by 
education authorities across 
a far wider range of 
circumstances. 
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ing capital allocation Is 
around £10m. 

Councillors saw a number 
of advantages to a PFI deal. 
As well as being able to 
replace all the schools under 
a single programme - bid- 
ders have-been told the new 
facilities must be available 
by August 2000 - the council 
could transfer risk to the pri- 
vate sector, while retaining 
its scarce capital resources 
for other projects. The coun- 
cil has the chance of relocat- 
ing some of the schools to 
more suitable sites, while it 
will gain modem facilities in 
the school buildings that can 
be made available to the 
wider community. 

The construction element 
of the deal will be worth 
around £60m, with a total’ 
contract value of some 
£lOQm over 25 years. Mainte- 
nance of the school build- 
ings, grounds and equipment 
plus catering, cleaning, secu- 
rity, energy usage and infor- 
mation technology facilities 
will be provided by the pri- 
vate sector. Income generat- 
ing use of information tech- 
nology, leisure and 
conference facilities in the 
schools wifi be available to 
the successful contractor. 

Stuart Ritchie, Falkirk’s 
PFI project manager, says 
the council sounded out 
bankers and construction 
companies on the likely level 
of private sector interest 
before going ahead with its 
proposals. “We received very 
positive feedback, and that 
has been proved correct by 
the response to our formal 
plans," he says. 
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PRISONS • bv Simon Buckby 

Overcrowding 

forces change 
of direction 

(Liverpool) - which wil 
Controversy has house the first inmates li 
now been moved PFl-funded prisons befon 
Z iL the turn of the year - am 

tO the private Lowdham Grange, in Not 

management tinghamshire. to be com 

■ r ■ pleted next spring. 

OI JallS The National Audit Offia 


Six two-storey cel blocks, each housing 100 inmates, ham bean boat at part of Fazakariey prison 


Public spending constraint 
and the hard facts of over- 
crowding in the prison sys- 
tem have forced Labour in 
government to reverse its 
previous opposition to a pri- 
vately-financed prison build- 
ing programme. 

This has heightened busi- 
ness interest in the viability 
of future contracts and 
shifted the controversy onto 
the private management of 
prisons, which Is still not 
favoured by the home office. 

There are now more than 
63,000 prisoners, an increase 
since the May general elec- 
tion of 2,800 - enough to fill 
several new prisons. In June, 
the treasury's rigidly- 
enforced' public spending 
totals persuaded Jack Straw, 
the home secretary, to invite 
tenders for the contracts to 
build two new prisons under 
PFI rules. 

"This is an urgent opera- 
tional requirement to over- 
came projected shortfalls in 
accommodation and to avoid 
dangerous levels of over- 
crowding," he explained. 

The contracts for Agecroft, 
in Salford, and Puckle- 
church, near Bristol, are 
expected to be awarded 
before Christmas. 

These two add to those at 
Bridgend and Fazakerley 


(Liverpool) - which will 
house the first Inmates in 
PFl-funded prisons before 
the turn of the year - and 
Lowdham Grange, in Not- 
tinghamshire. to be com- 
pleted next spring. 

The National Audit Office 
(NAO) recently praised the 
Bridgend and Fazakerley 
projects for their speed - 
they have been built 45 per 
cent faster than usual - as 
well as for their innovative 
design and operational meth- 
ods. 

However, the NAO argued 
that the Prison Service could 
have saved up to £44m by 
awarding both contracts to 
the same provider. At the 
time, the service recognised 
there would be an additional 
cost of £19m by not granting 
Fazakerley to the lowest bid- 
der - it was Securicor/Cos- 
tain in both cases. But they 
failed to explore Securicor/ 
Costain's claim that they 
could deliver additional 
savings of 5 per cent, or 
raftm, if the consortium was 
given both contracts. 

The decision to select sep- 
arate contractors was deter- 
mined primarily by the 
Prison Service’s desire to 
create a competitive market 
in prison provision, and the 
bid from Group 4/Tarmac for 
Fazakerley matched the tra- 
ditional public sector pro- 
curement costs. Despite this, 
these two contracts are 
expected to cost only £513m 
over 25 years, a saving of 

Continued on facing page 


LAINC 

Working for 
Britain’s 
future by 
investing in 
infrastructure 



John Laing Investments Ltd 
Piage Street, London NW7 2ER 
Tel: (+44)181 906 5250 
Fax: (+44)181 906 5577 
email: investments@laing.com 



building & Property, with a turnover in excess of 
£350m is one of the UK's foremost provides 
of outsourcing and facilities management. 

The Group provides property, business and support 
services across a wide range of markets, including PFTs. 


BUILDING & PROPERTY 

PFI Team 

Building & Property House 
19-23 BUckfriara Road. London SE1 8NY 
Telephone: 0171 902 2020 Facsimile: 0171 902 2054 
HTTPi'Awww.b-arKJ-p.conj 

U» BoMor Jt Property Group listed 


tf Experience Counts in PFI. 
Why Not Count on Experience? 

Advj-L-r-. nr. dj J hr* tuircnl )4 MJS J'rioriiv Sj ijujur 
' nlln-r cltwU .liuviiK -iuned 


*Cbebea & Westminster Healthcare NHS Trust 
Hays Qrnical Support Sendees 
Pbote Hospital NHSTnst 
The Royal Hospitals MH5 Trust 
Than* Healthcare NHS Trust & Transom • 


For further information contact Bany. Francis 
Beacheraft Stanleys, 20 Fumrval Sum, London, EC4A 1BN 
Teh 0171 242 1011, Fax: 0171 831 6630 


I "DENTON HALL 

- LAWYERS at the forefront 
of PFI deals * 

Recent deals that have achieved 
financial close Include: 

• Acting for the Highways Agency 
on eight DBFO Roads 

• Acting for a Tarmac led consortium 
on Dartford & Gravesham NHS Trust, 
the first financially closed 
PFI hospital project 

We are currently acting for the public and private 
sector across the foil spectrum of PR projects, 
ranging from courts to utilities, housing, 
accommodation, detention facilities, health, 
transport, ff and digitisation. 

For further Information, please contact 
Ed Marlow or Nell Cuthbert 

■ FIVE CHANCERY LANE, CLIFFORD'S INN 

DENTON HALL London ec 4 a ibu 

■ TEL *44 (0)171 242 1212 FAX +44 (0)171 404 DO 8 7 

EMAIL cnmgdcruonhaU.cam htipU/www.dcntonhaU.ctiBi 

| U,NDON B * USSE “ MOSCO - KONC SINGAPORE R« 1WG TOKYO 

ASSOCIATED OPHCH5 

lAXCHOHA BE1UN COLOGNE CHEMNITZ din Mark nftmiu.. 


The Financial Times plans to publish a Survey on 

Employee Benefit 
Consultants & Actuaries 

on Friday December 12 


For farther Information please contact; 

Derek Van Ttenen or Polly Gebhardt 
Tel: +441442 843 300 Far. +44 1442 843 123 

or your usual Ftrumdat Time* repiSMnutiM 
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DEFENCE • by Alexander Nicoll 


THE UK PRIVATE FINANCE INITIATIVE 5 


TRANSPORT • by Charles Batchelor 


Private funds needed urgently 


m procurement 


Aimed forces 
break ranks with 
tradition in 
the name of 
efficiency 

Growing use of contracts 
with elements of Private 
Finance Initiative is helping 
to produce significant 
changes in the defence min* 
istry’s approach to procure- 
ment. • 

A tendency to specify 
everything that was wanted 
from suppliers down to the 
last paper clip is being 
replaced by a willingness to 
give desired outcomes and to. 
leave the supplier to work 
out the means of achieving 
them. “It’s a huge cultural 
change," one official says. 

George Robertson, secre- 
tary of state for defence, has 
initiated a drive for what he 
calls . “smart procurement" 
as part of a strategic review 
of Britain’s defences which 
is due to be completed in 
1998. 

‘ Sir Robert Wahnstey/ chtaf 
of defence procurement, 
ex p lained that the procure- 
ment process has been 
unnecessarily long and 
inflexible, with strictly 
sequenced steps towards 
orders which sought a large 
jump in technology at the 
time of launch instead of 
updating equipment during 
its life. 

One of the ways to adopt 
" best practice in procure- 
ment, Sir Robert said, was 
“by adapting current com- 
mercial practices to include 
longer-term partnering 
arrangements with defence 
contractors, greater use of 
private finance under public- 
private partnerships and 
more commercial off-the- 
shelf purchasing". 

Industry is hoping that 
“smart procurement" will 
also involve more contracts 
to support equipment after it 
has been delivered to the 
ministry. Marmfim turant are 
scarcely involved, for exam- 
. pie, ' in ..maintaining the 
.. ' v . army's. tanks. 

■/•>riV ,wPcJl8te agree that; thus.. 
■' . „ coujql have benefits. “The 
problem has been that we’ve 
bought assets but we’re not 
necessarily very good at 
mana ging them, -1 * said one. 

A sign that the ministry is 
stepping up its drive far. 
closer relationships with the 
private sector came at fee 
beginning of this month, 
when its private finance unit 
merged with the “Competing 
for Quality" unit, whibh bad 
been concerned with achiev- 
ing savings in contracting 
-out 

The combined department, 
called the Public Private 
Partnership unit is. headed, 
by Terence Jagger, who was 
brought' in from the private 
sector to head fee private 
finance unit -when it was 
established two yearn ago. 

P FI-type contracts have 
obvious attractions for the 
ministry of defence, as . for 
other ministries, in that they 
shift the initial capita! cost 
to the supplier, spreading 
out fee cost to fee taxpayer 
over a period of years. They 
also transfer some of the - 
risks of aprpject to the sup- ., 
pller, with incentives which 
put the onus on the supplier 
to provide a service with effi- 
ciency and quality. A further 
key element is that the pri- 
vate sector, rather than minr 
istry personnel, provides at 
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The RAF has ordered 22 GKN Westland EH101 support heBcopters 


least some of the services 
involved. 

The biggest concern 
within the defence ministry 
is that contracts, if awarded 
to fee private sector, should 
not inhibit the operational 
effectiveness of the armed 
forces. Thus FFI projects 
have so far been well behind 
the front hue. ... 

Thirteen projects have 
been signed, with a total 
. value of some £2bn and a 
capital value of £524m. 
About 30 more are in the 
midst of the procurement 
process, of . which two of the 
largest are for refurbishment 
of the ministry’s main build- 
ing in Whitehall and of a 
316-hectare area of Colches- 
ter, -home to 3£00 military 
personnel and 5,500 depen- 
dents, as well, as farms let to 
,|Bsjan1p. 5qWL50 more pro- 
jeefe are in early , stages of 
ixqviderafian^ ! 

., .Thip,'; latest . deal to be 
sjtened .was a £27Sm 20-year 
contract to supply ground- 
based Aircrew /training for 
Royal.. Air Force personnel 
who wfll operate the support 
helicopter Deet, The winning 

ccnscrUmn .- CVS Aircrew 
Twining - comprises CAE 
-Electatsiics; of Canada and 
Vega and Serco of the UK 
. . The consorti um will make, 
supply and- operate simula- 
tors as wellas -operating the 
training facility which it will 
build at -RAF Benson in 
.Oxfordshire It can increase 
its own revenue through 
-third party use of the simu- 
lators, providing that fee 
RAP’s training requirements 
are met Themmistry esti- 
mates feat the contract will 
save the taxpayer 15 per cent 
of the cost of a conventional 
ministry-owned, facility. . 

The biggest contract, 
signed in July, is for the pro- 
vision of a fixed, telecommu- 
nications system Hnking all 
1,100 1 defence ministry loca- 
tions in fee UK This £800m 
10-year project was won by 
the INCA consortium led by 
BT, als o including Lock- 
heed Martin of the US, GEC 
Marconi and GPT Strategic 
Co mmuni cations. 

How Rees, BT programme 


director for INGA, explained 
at a recent conference how 
the project had changed in 
the years before it was 
signed, as a result of the 
introduction of FFI concepts. 

In 1995, after a three-year 
“project definition study”, 
the defence ministry invited 
six companies to tender for 

the contract Although it did 
not mandate a precise tech- 
nical solution, management 
control and technical direc- 
tion. of the new system 
■would remain with the min- 
istry. A FFI approach could 
be considered, but was not 
mandatary. 

“At that stage it appeared 
feat [the ministry] was pay- 
ing bp service only to the 
concept of a service-based, 
FFI-campUant approach, and 
fee soundings which ■ we 
.feok^. reinforced thajjfec- 
ceptfen," Mr Rees saidr* “*•** 

The, eventual shift to a PFI 
approach, which followed 
hard and lengthy negotia- 
tions. was due partly, Mr 
Rees -said, to “increasing 
emphasis at influential lev- 
els within the ministry of 
defenc e and elsewhere ip fee 
government on fee benefits 
anticipated through adop- 
tion Off a PH4ype procure- 
ment approach, particularly 
in the area of risk transfer". 
ST’S strategy was to empha- 
sise its skills as a service 
provider which would take 
full operational responsibil- 
ity for the system, invest in 
new in f ra st r ucture to add to 
what was useful within the 
ministry’s existing system, 
and charge usage-based tar- 
iffs. 

“Of crucial importance,” 
said Mr Rees, “we wanted a 
commercial relationship 
which recognised the 
assumption of risk on BTs 
part, and which focused on 
-fee satisfactory delivery of 
end results and not on the 
detail of how we were 
choosing to fulfil those com- 
mitments." 

That this strategy won the 
day is dearly an important 
sign of the growing accep- 
tance of public-private rela- 
tionships within the defence 

' /yiin^ L>*y . 


Infrastructure has 
suffered for 
decades as a result 
of severe 

under-investment 

The financing of Britain's 
creaking transport Infra- 
structure has rarely been 
out of the headlines lh 
recent mouths. 

Controversy has sur- 
rounded fee Labour govern- 
ment's plans to bring private 
finance into London Under- 
ground; the construction of 
fee Channel tunnel rail link 
-.previously regarded as a 
“done deal” - has been put 
in doubt; while fee prospect 
of charging motorists to use 
the roads has beat revived. 

Some of the deals which 
have attracted attention, 
such as fee revenue-sharing 
plan between Rafitrack and 
Virgin Rail to part -finance 
fee upgrading of the west 
coast main line railway, line, 
involve only private sector 
companies- But since ser- 
vices are underpinned by 
£2bn of animal subsidy there 
is a continuing strong pubhc 
sector interest. 

Other proposals; Including 
T/mriiwi Underground’s 
to ccmtract out respoiisibflity 
for its ticketing system, its 
communications network 
and power supply, represent 
“conventional" public pri- 
vate sector partnerships. 

London Transport expects 
to saga a contract in early 
December wife a consortium 
headed by EDS, a computer 
services group, which will 
spend £180m on installing 
new ticket gates and ticket 
selling w ykinns at under- 
ground railway stations. The 
consortium will also equip 
6,000 . London buses with 
electronic ticket machines 
and provide electronic point- 
of-sale terminals for 2,500 
retall&s. Rental payments of 
up to £lhn over 17 years will 
depend 0 n fee efficiency of 
the system. 

Underlying all these 
events Is fee desperate need 
to bring private funds into a 
sector which has suffered 
decades of under-investment 
and which. If left in the pub- 
lic sector, would represent 
one of the most si gnifi cant 

"fcfcpifjil «tp AnrHpff . ifjffljut nf/ 

“fee governm ent - ad eo a n t a r * 
Finding partnersto help 
modernise London Under- 
ground's trains and track 
represents fee first signifi- 
cant test . of the govern-' 
mart's ability to bring pri- 
vate finance into a large 
transport' .system, it will 
demonstrate whether Labour 
can structure a deal which 
retains an element of pubhc 
involvement while at the 
same time proving attractive 
to private investors. 

Hie government is looking 
at a range of options includ- 
ing breaking up fee network 
into clusters of lines with 
both operations and infra- 
structure being sold to the 
same buyer; splitting 
operations from infrastruc- 
ture, as was done with Brit- 
ish Rail; or disposing of the 
underground railway as a 
single entity. 

Price Waterhouse, the 
accountants and consul- 
tants, have been reviewing 
options for fee government. 
There is considerable inter- 
est from fee private sector 
wife Stagecoach, Rafitrack, 
and two French companies, 
CGEA and Transdev - 
which run UK rail and bus 
companies respectively - 
keen to become involved. 

Meanwhile, a second large 
transport project, which the 
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Change of tack over jails 


Continued from_facfngpage 

roughly 10 per cant on a pub- 
licly-funded prison. It is 
likely that, as the market 
expands, fee costs wiH fall 
further. 

While Mr Straw, has con- 
ceded fee Heed to use the 
private sector to finance, 
design and build prisons, he 
has chosen to rail against 
the requirement in FFI rules 
that they should be privately 
managed as weD. - 

Although he has said that 
“existing management -con- 
tracts will be honoured", be 
has asked the Prison Service 
to examine ways to 
strengthen the regulatory 
framework and possibly 
return their operation to fee 
public sector.' 

In additianto ijte five FFI 
prisons still to open, four of 
fee country's existing: 135 
prisons are already run 
privately.. Publicly-built 
prisons in Doncaster, Wolds 
(Humberside), Buddey. Ball 
in Manchester and JSlaken- 
hurst in the West Midlands, 
were. all handed, to ^private 
managers on five-year. con- 
tracts when they opened; 


earlier this decade. 

Mr. Straw himself com- 
mended UK Detention' Ser- 
vices, the private managers 
ofBlakenbnrst for “perform- 
ing well" and offering “value 
for money"- In the summer, 
hie- renewed their contract 
for a further three years, 
again citing financial pres- 
sures. “The establishment 
canid not be returned to pub- 
lic sector control without 
incurring additional expentfi- 
txrre," he said. 

He also pointed out that 
/three years was the' mini- 
mum period he could practi.-: 
cally offer UK Detention Ser- 
vices; the period was short 
enough ; for him to keep his 
otitiens open after 'policy on- 
private management has 
been, reviewed. 

Existing PFI rules. demand, 
'private management to. 
-ensufe that enough : risk Is 
transferred- to fee' private 
sactar to justify treating -the , 
project as private finance, 
without which -fee funding 
would be seen as disguised 
government borrowing. In* 
.thefr report into 1 Bridgend. 
and/Fazakerley, fee NAD ’ 
emphasised that large- risks. 


had been transferred suc- 
cessfully. 

. The Labour government's 
initial review, of fee whole 
PFI programme - led by 
Malcolm Bates, chairman of 
Pearl Group - acknowledged 
fee importance of thfe rule. 
And Geoffrey Robinson, the 
paymaster general responsi- 
ble for FFI, has been neutral 
about Mr Straw’s plan for 
involving the private sector 
in budding but not manag- 
ing prisons . Of the home seo 
rebuy's intentions, Mr Rob- 
inson said: “That’s up to 
him. So long as we get value 
for. money, we are not going 
to try to tell people how to 
do it" 

'Richard Tilt, director-gen- 
eral of the Prison Service, 
argues that the introduction 
of privately-run prisons has 
created "healthy competi- 
tion" in the -sector. He also 
believes feat fee govern- 
ment would need to pay a. 
fttrther . 10 to 15 per cent pre- 
mium to return than to pub- 
lic management, largely -to 
, bringstaff costs up to Prison 
Service levels, fo Doncaster, 
-where the .current contract 
runs out in January 1999. 


that alone would be as much 
as £8m. 

Even if Mr Straw could 
win agreement to change the 
private management rules 
under PFI, and he could 
afford- to buy back the exist- 
ing contracts, it is dear feat 
the private sector would 
fight to maintain its foofeold 
on prison management. 

It is no .coincidence that 
Securicor has fee largest 
stake in the consortium to 
build and run Bridgend. It 
believes feat having fee 
operator involved in fee 
design and construction 
from the start increases effi- 
ciency and reduces costs. 
Furthermore, it is honing a' 
management skill which 
could be exported abroad. - 

There is little prospect of 
the treasury loosening its 
grip an public finances. And 
until fee prison population j 
starts .to fall, construction 
under PFI offers the only 
means to end the crisis of 
over-crowding. To avoid los- 
ing feat prize, it would be 
thoroughly New Labour to 
now concentrate on reform- 
ing fee regulation of private 



London's Docklands Light Railway cams under private management this year In the shape of a seven- 
year franchise covering both train services and infrastructure Pton Dockage ug« Fw»y 


previous Conservative gov- 
ernment thought had been 
successfully transformed 
into a public-private partner- 
ship, has begun to unravel 
The £3 bn Channel tunnel 
high-speed rail link ran 
into problems in recent 
weeks as concern has grown 
over whether fee project's 
financial case is strong 
enough to support the flota- 
tion of its promoter, London 
& Continental Railways 
(LCR), next year. Lower- 
than-expected revenues from 
the high-speed Eurostar ser- 
vices have damaged the via- 
bility of the scheme. 


Rafitrack is in discussions 
with LCR about fee possibil- 
ity of taking a stake in fee 
project But fee government 
is unlikely to want to 
increase its promised 
contribution of £L4bn on top 
of fee Eurostar service and 
property assets which have 
already been handed over. 

On the roads, the previous 
government's hopes of finan- 
cing the creation of a net- 
work of regional traffic con- 
trol centres entirely In fee 
private sector have been 
dashed. The government had 
thought that organisations 
such as the ^Automobile,, 


Association, the Royal Auto- 
mobile Club and telecommu- 
nications companies could 
be persuaded to fund fee sys- 
tem by allowing them to 
charge motorists for infor- 
mation. 

But the poor quality of 
traffic data currently avail- 
able would make it difficult 
to charge motorists, so funds 
may have to be found in fee 
public sector. 

The new government’s 
changed transport priorities 
have dealt a severe blow to 
fee “design, build, finance 
and operate" (DBFO) pro- 

,gramme underwhich .capital , 


spending on roads is 
financed by the private sec- 
tor. which is reimbursed 
through shadow tolls paid by 
fee government 

Three DBFO schemes 
included in the govern- 
ment’s review of the 12 most 
controversial roads projects 
were put on bold last July at 
a possible cost of several mil- 
lion pounds in compensa- 
tion. The schemes involved 
were the Cumbria to 
Bradford package, costed at 
£i38m; fee Weald and Down- 
land scheme, worth etjam; 
and the £ll3m South Mid- 
lands network. 

Individual elements of 
these schemes might be 
revived but their future as 
packages looks uncertain. 
Hie first completely private 
road scheme, the £370m Bir- 
mingham Northern Relief 
Road, was spared in the 
review, however, because it 
formed "a vital strategic cor- 
ridor”. 

The Birmingham road will 
provide relief on a specific 
route, but the government 
still has to find a solution to 
the problem of funding the 
wider road network as well 
as improving public trans- 
port 

The previous govern- 
ment's plans for motorway 
tolling ran out of steam 
towards the end of its ten- 
ure, and Labour has 
switched the emphasis to 
urban road charging. 

Urban road charging 
would have the advantage of 
tackling congestion where it 
is worst, in towns, and 
would not cause motorists to 
divert to less satisfactory 
routes, which was a draw- 
back of motorway toils. 

Several continental Euro- 
pean cities already operate 
tolls, and pilot schemes are 
expected in the UK over the 
next few years. 

Extra charges for motor- 
ists will be politically 
unpopular, however, unless 
the government can demon- 
strate that the proceeds are 
going back Into transport 
improvements. The treasury 
is under strong pressure 
from the deputy prime 
minister, John Prescott, to 
drop its traditional 
resistance to ring-fencing 
.these revenuflh^,.^ „ 
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THE LESSONS SO FAR 
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Timmins 


It’s time for a good think 





Jeremy Coleman, 
the National Audit 
Office’s director of 
value for money, 
tells Nicholas 
Timmins of what 
has been learnt from 
the NAO’s first 
three reports 



wav 


The basic lesson, Jeremy 
Coleman says, is simple: 
“T hink ." It lies, he says, 
b ehin d every conclusion that 
the NAO has drawn from its 
published studies on the 
Skye bridge in western 
Scotland, the new National 
Insurance recording system, 
last month's report on the 
first PFT prisons, and its 
soon-to-be-published work on 
the first four 
privately-financed roads. 

As he draws the lessons 
out from these and other 
studies, an apparent paradox 
emerges. The NAO is the 
guardian of all that is 
correct and proper in 
government accounting, the 
body that might be seen as 
the bean-counter to end 
them all. Mr Coleman 
himself might even seem to 
epitomise that. But his 
message in relation to the 
PFI is otherwise. If you want 
value for money, it goes, 
then innovate; be more 
flexible, more imaginative, 
less rule-bound. 

Only, of course, up to a 
point There is public money 
at stake. But the more that 
civil servants think through 
what they are trying to do 
with-a-PFl project from the 
very -beginning to the exit - 
strategy which may be 20 
years and more away, the 
better the deal is likely to be. 
Given that the PFI is 
relatively new, he says, that 
means thinking anew. 

The successful deals, he 
says, *are those where the 
department has 

concentrated on outcomes. 
And that means first a good 
business case - “what are 
you trying to achieve, and 
why; what wOl the benefit 
be. and how will the PFI in 
particular help?" 

Then, he says, choose the 
right procedure: don't just 
blindly follow rules, whether 
European Union directives 




The Skye bridge, Hnking the Island with mainland Scotland, Is 


i of poor departmental prisoning 


PhOKcAatt^AshmooH 


or UK treasury notes which 
are meant to be guidance, 
not a rule book. 

“Of course you have to 
follow the law, both UK and 
EC," Mr Coleman says, "but 
within that there is quite a 
lot of scope to chose a 
procedure that suits your 
project" 

At present, he says, there 
is a misma tch between EU 
law and the PFI, chiefly 
because the PFI is new and 
most of the law was 
designed for traditional 
public sector procurement. 

"The problem is that the 
procedures are format They 
can appear very rigid and 
stifle innovation when the 
whole point of the PFI Is to 
bring new skills, new people 
and new ideas to what have 
often been rather boring bits 
of government administra- 
tion: Innovation is the key to 
getting outstandingly good 
results." 

For example, in the inter- 
ests of fairness, many 
departments traditionally 
invite all bidders to a ques- 
tion-and -answer session. 
Everyone hears everyone 
else. "The difficulty is that 
the really bright bidders 
know that a question can 
reveal something about the 
solution they have in mind. 
So they don't ask, for Fear of 
alerting competitors. That 
leads to a result which isn't 
sensible. The bidders are less 
well informed about the 
scope for innovation, so they 
don't Innovate. This is a 
common complaint” 


The answer, he says, is 
that it is possible within the 
law to conduct such sessions 
as bflaterals. 

Another problem is that 
the wording of invitations to 
tender in the official journal 
has often been too narrow. 
In the case of the National 
Insurance system, that 
meant some potentially very 
good solutions could not be 
accepted. 

“They would have had to 
start all over again and put 
that idea out to tender - 
some thing that would hardly 
have pleased its originator. 
That's an example of where 
the law does not require 
rigidity, but a department 
can be stuck with it through 
failure to think the thing 
through." 

Departments most also 
establish, the conditions far- 
successful competition - 
informing the industry early, 
appointing “bidders' 
friends”, stimulating the 
market. That was done well 
for National Insurance but 
pooriy for the Skye bridge, 
where none of the original 
bids met the specification. 
Departments must work to 
generate interest, Mr Cole- 
man says. 

Much tighter control of 
procurement costs was 
needed, with some depart- 
ments having run up mil- 
lions of pounds on outside 
advice that in many cases 
was not properly budgeted 
for. And more imagination is 
needed in judging bids. 

“A common traditional 


procedure is to score points 
for hundreds of features of a 
bid and then add up the 
result," says Mr Coleman. 
“But the home office’s immi- 
gration project, for example, 
is less an IT project than a 
huge change of culture for 
the organisation. Yon simply 
cannot score varying propos- 
als for culture chang e on a 
points system. It requires 
exercise of judgment, and 
people Should not be afraid 
of that." 

There are worries, too, 
about “deal creep" - the 
public sector finding - the bar- 
gain gets worse once a pre- 
ferred bidder has been 
selected. The answer, he 
says, is to keep that period 
as short as possible. And if 
there was a good business 
case to start with, the public 
sector will be able clearly to 
judge when the deal ceases 
to be worthwhile, providing 
what Mr Coleman calls “a 
hard-nosed bottom line”. 

In deciding finally whether 
to go ahead, a comparator of 
what the public sector alter- 
native would have cost is 
valuable. “But again this 
should be an aid to judg- 
ment, not a mathematical 
answer. You get questions 
from a public sector compar- 
ator, not answers". In addi- 
tion, they can be too sophis- 
ticated, the department of 
transport, for example, hav- 
ing spent irrininnfr on over- 
elaborate comparators. 

Departments must also 
think hard about exit strate- 
gies so that service quality 


does not decline near the 
end of the contract. One 
effective way to do that is 
seen in the right Andersen 
Consulting has to a transfer 
payment at the end of its 
National insurance contract 
if the system is still up to 
scratch but the new deal 
goes to a rival bidder. 

Finally, there are some 
longer-term issues about 
affbrdablity, which are more 
for the treasury than the 
NAO. The long-term, ines- 
capable commitments being 
taken on through the PFI 
must be monitored, Mr Cole- 
man says. Their scale will 
affect the rest of a depart- 
ment’s and the government’s 
programme, and sometimes 

in less-than-obvj ous ways. 

The road contracts, for 
example, specify broadly the 
same standard of mainte- 
nance as for conventional 
roads. But under the PFI 
these have to be met; for 
ordinary roads, maintenance 
is often the first item to suf- 
fer when money is tight. 
With the PFI this means less 
flexibility to juggle the bud- 
get year on year and less 
money for other mainte- 
nance, even if for the motor- 
ist on the few PFI roads it 
means a good deal. 

Oman, Mr Coleman says, 
the message remains that 
within the rules civil ser- 
vants should *Hhink and 
innovate". The reason some 
are not doing so, he says 
with a amfla. may be that 
“no one quite believes yet" 
that the NAO is saying it 
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company will T»™ ^ 

time interest ta the 
Capers argues, with the 
facilities management «e*. 
meat re-tendered every few 
years. 

IT company structures are 

starting to change so few 
Smcfc Nat West MarJtete’ 
snccessful launch la the 
turbuIfflBt Storicmariset m- 
ditions earlier this month 
of a £7 ftSm wrapped mam 
to underpin the £85m Car- 
lisle hospital deal marks a 
hew stage in PFI- financing. 

To date, some toad pro- 
jects have been bond 
fliyw y*** - notably the M6 
motorway scheme where 

the bond was <w*anfaed by 
Tnni sfree. the PFI equit y 
fond. But now. the appar- 
ently riskier deal, of a. hos- 
pital has been successfully 
financed by a wrapped 
bond, NatWest Markets 
says the same is likely to 
happen for. others- - . 

How big a part bonds wiB 
play remains to be seen. 
Guy Pigache at Charter- 
house, the Investment 
bank, says its fixed interest 
and long-term nature has .to 
be attractive for PFI deals, 
although some of the star- 
ker differences between 
bonds and bank lending 
have been reducing. 

The banks, who at the 
-start of the process were 
frequently limiting their 
lending to 18 years, have 
gradually edged to 30, 22 
and In some cases 28 years. 
But with many PFT projects 
having 25 and 30-x*ar Ikies, 
and in some 'cases much 
more, the attraction of 
bond finance is obvious. 

- The greater caution of 
bond investors, however/ 
may mean that the .biggest 
move into bonds will come 
once projects are dp.iuid 
running, .with. .bonk, debt 
taking the risk during the 
construction phase. - 

- How far that happens 

over the next few yearrf wiH 
depend ~fn part on -how 
interest rates: moves: given 
the costs of switch&tgfkoin 
one form of finance ; to 
another. ' . . - . 


Price Waterhouse # 


Contact Nigel Middleton on 0171 939 5823 


Pr-ce Waterrssjse of No. 1 London Bridge, -ondo.n Sul SQL is au'roriiso by ‘.ns institute- of Cn£rt-3 r 5G Accountants r. =rt 
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RECRUITMENT 


A friend who works 
for one of the big 
accountancy firms 
is about to take up 
his first foreign posting in 
Prague, a job which he 
knows is a significant step 
towards a full partnership. 

“I know that I must make 
this move for the sake of my 
career." he would say, "But 
the fact is that 1 love my 
rugby and having a few 
beers with my friends and I 
don't want to leave that 
behind." 

This was not the presenta- 
tional guff about career 
development that we give to 
managers in an annual 
appraisal, but someone 
talking candidly about sub- 
jects close to his heart. 

The explorer in all of us 
was once sufficient to drive 
ambitions for a career that 
could offer the experience of 
living and working abroad. 
But there are signs that the 
international move lost 
part of its glamour. 

Yet the reality for many of 
them is that many compa- 
nies are listing international 
experience as essential to 
career advancement. 

At the same time compa- 
nies are trying to make such 
moves less of a big event and 
more like a normal move 


Richard Donkin examines the changing approach to international moves 

The expatriate experience 


within the company. This la 
because of the high costs of 
expatriate assignments. 

A report from Price Water- 
house, covering 184 compa- 
nies across 15 European 
countries, found the average 
cost of an expatriate assign- 
ment among those in the 
study was SFrl93.50Q 
($139,208) including reloca- 
tion. housing, allowances, 
extra tax and social secu- 
rity.* 

One trend highlighted was 
increased flexibility over 
international assignments. 
Seven out of 10 companies 
said they allowed some man- 
agers with international 
responsibilities to work from 
their home country. 

"We have a number of 
people who live in Germany 
but whose notional place of 
employment is the UK. They 
spend a handful of days a 
month here but otherwise 
travel from their home 
base," said Stephen Turley, 
international remuneration 
manager at Bunnah Castrol, 


the oil company- 

A reluctance by older exec- 
utives with families to go 
abroad was Identified by 
companies as one of the 
main reasons for changing 
their approach. Cost con- 
straints wore also a factor. 

Talking to a group of 
experts in such assignments 
In a round-table discussion 
at the headquarters of 
Hambros Bank in London 
last week, however, it was 
clear that international 
moves remain a big event for 
most companies. 

Elisabeth Marx, a psychol- 
ogist at NB Selection, put 

the minimum cost Of a failed 

assignment at about £100.000 
($169,000). “But this does not 
include other costs such as 
potential damage to a com- 
pany’s reputation," she said. 

Although there was a gen- 
eral consensus among the 
group that language skills 
were important, they also 
stressed the importance of 
cultural awareness and the 
need for pastoral care by 


headquarters management 
One executive said he had 
taken advice from two areas 
about expatriate taxation in 
Russia, one from a western 
European and one from a 
Russian-based adviser. He 
said: "The western European 
said that tax and social secu- 
rity costs were so high it 
wasn’t worth sending any- 
one. The Russian asked me 
how much I wanted to pay.” 

Such international quirks 
are expected by companies 
which have become seasoned 
in handling international 
assignments. They also 
expect some reciprocal 
understanding from employ- 
ees. As one personnel man- 
ager put it: "Anyone who 
wants every item concerning 
his package spelled out is 
probably not going to suc- 
ceed. There has to be give 
and take on both sides.” 

Growth sector 

For a specialised sector that 
deals with only the highest 


echelons of companies, the 
headhunting business has 
experienced some outstand- 
ing growth in recent years. 

Worldwide fees far execu- 
tive search are estimated in 
a new report by the Econo- 
mist Intelligence Unit to 
have totalled about $7bn a 
year in 1996.** According to 
the report's compiler, Nancy 
Garrison Jenn, they could be 
topping $8bn a year. This 
compares with a $4bn a year 
estimate in 1995. Spending in 
some countries has been ris- 
ing by nearly 20 per cent a 
year. 

More th an a quarter of the 
revenues - Sl-8bn in 1396 - 

are shared between the top 
20 firms listed here (see 

chart). 

The new report concen- 
trates on growth in Asia 
which has seen the strongest 
growth in the past five 
years. Korn /Ferry Interna- 
tional. the market leader, 
grew by more than 200 per 
cent in Asia between 1992-96. 

The top 22 firms in Asia 


and Australasia, says the 
report, had net revenue in 
1996, of $2441X1, some 17 per 
cent higher than in 1995. 
making it the world’s fastest 
growing region for executive 
search. China, Brazil and 
India are the big growth 
areas for executive search, 
says Ms Garrison Jenn. 

“The downward trend of 
the market in south-east 
Asia is likely to increase the 
demand for seasoned execu- 
tives who know bow to work 
in a crisis," she says. 

Only one of the top 20 
firms saw its revenues fall 
between 1995 and 1996. While 
most of the firms were enjoy- 
ing double-digit growth in 
revenues. Norman Broad- 
bent saw Us revenues fall by 
15 per cent from $57.5m in 
1995 to $46. 6m In 1996. 

This was caused by the fal- 
lout of personnel resulting 
from the resignation of Miles 
Broadbent. one of the firm’s 
founding partners who left 
to set up his own practice. 
A number of other top 


Top 20 global executive search firms 

Net revenue 1994-96, executive search only 

1994 

• (Sm) 


1995 

(Sm) 


1995 

(M 


1995-96 
CM. change) 


KonVFeny . 

«9lO:. 

2084 

- 2444* 

19 

Hetdrick 5 Struggles 

135.0 

161.0 

199.8 

24 

Spencer Stuert • 

1300 

-147.0 

.1785’- 

.21 

Egon Zehnder 

122 JO 

146.0 

164.2 

12 

.-Anvop ^ 

96 JD 

126.7 

153,9 

21 

Russell Reynolds 

127.0 

132.0 

147.3 

12 

Ray & Bemdtson . : . 

69.0 ; 

90.0 

-.io&o 

20 

Ward Howell 

70.0 

734) 

89.0 

22 

GKRNsunwvi 

..64.0/ 

72.5. 

843 ' 

18 

TranSeach 

38.6 

50.2 

56.1 

12 

. Hewc •• ■ 

36.4 

44.5 

4SL0 - 

TO 

Norman Broadbent 

44.3 

57.5 

48.6 

-15 

Boyderi-, 

: 31.7 

40 A 

.47.7 

18 

TASA 

36.D 

40.D 

43.0 

8 

l«l i . 

rlOTTOn 

£5.0 

305 

42.7 

40 

uc 

24 J2 

35.2 

40.1 

14 

A.T- Kearney 

ZBS 

314 

37.8 

.20 

Accord 

32.0 

32.6 

3S.0 

7 

Affiance-; 

. 2M-. 

2&0 

31.9 

. 10 

INESA 

18.4 

25.1 

252 

<1 

Total ... ; 

1,3203 

1,572.6 

1,830.5 

IS 


• Total net 
Source BU —Total n« 


headhunters have 
since left the firm. 
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also 


* International Assignments: 
European Policy and Practice 
1 99 7i 98. is published by Price 
Waterhouse, price £350 . tel 
Scon Cromar. 0171 939 3000. 


** Executive Search in Asia 
and Australasia is published 
by The Economist Intelli- 
gence Unit. 15 Regent Street. 
London SWlY ILR. tel 0171 
S30 1000, price £ 195 ($3201 

e-mail: richard.donkin 

f5FT.com 


BANKING FINANCE & GENERAL APPOINTMENTS 


DEPUTY HEAD OF OPERATIONS 

CHALLENGING OPPORTUNITY IN OPERATIONS 


^ CARECR ^ MOSCOW BASED ' 

The Company: Our dient is a world dass full service investment banking institution with Russian licences 
to trade all securities induding equities, fixed income , futures and derivative products. Their core activities yv; 
indude Investment and Merchant Banking, Equity and Fixed Income Trading and Sales, Asset y ' 
Management and Research. They already have a significant and growing presence in Russia, and as a 
result of their further expansion, offer high calibre professionals excellent opportunities in operations. 

The Role: The successful candidate will manage a large team processing very high volume and report to ' 
the Managing Director, Head of Operations. The candidate will be required to work dosely with senior - 

management and interface with all departments. This person will minimise the possible disruption of the . \ 1 

business operation; establish, introduce and maintain new operating procedu res/systems , comply with all 
company's polities and procedures, reconcile settlement system, reports and treasury and provide 
independent review of custody records and physical effects. 

The Poison: The successful candidate will: 


HEAD OF RESEARCH & EQUITY ANALYSTS 

EXCELLENT OPPORTUNITIES IN RESEARCH 


jy : .. 

■■ 


... HIGHLY COMPETTITVE PACKAGES 


MOSCOW BASED 


• have experience of operations in Russian markets 

• be highly computer literate 

• have a good understanding of financial 
market instruments 


• be a Russian national or expatriate with fluent 
English and Russian 

• have a first degree in finance or accounting 

• have a least 5 years' experience gained in a 
back office supervisory/manageriai role 

A competitive salary along, with a strong performance related bonus is accompanied by a friendly and 
highly professional team environment. 

Please forward your full resume in the strictest confidence, quoting reference no. FT3168 to: 
/total International: Pams Business Centre, 23 1st T verskaya-Yamskaya U/ v Moscow 125047. 
Russian Federation. Tel: +7 095 258 0465 Fax : +7095 258 0470. 

Antal International: Shropshire House, 1 Capper Street London WC1E 61A. 

Tel: +44 (0) 171 6372001. Fax: +44 ( 01 7 71 6370949 
or visit our website on www.antal-int.com 

Antal International 

‘A Global ft&cru i tm enf Solution Applied Locally' 
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The Company: Our dient is a major international investment company looking to expand their Research 
Department in Moscow. Their core activities include Sales and Trading, Investment Banking. Asset 
Management and Research. 

The Roles: 

Head of Research -ftci 69 

The successful candidate will be responsible for developing and building a strong research team that will 
support the brokerage and investment banking divisions of the Company. The candidate will have prior 
emerging markets experience, very good understanding of the Russian market and have a 'team work’ 
mentality. The ideal candidate will currently be the head or deputy head of an existing research team in 
Russia or another developing market. Higher education from a Western or Russian university and fluent 
English are requisites. Russian language skills are preferred. 

Equity Analysts - FG170 

The successful candidates will have current experience as Equities Analysts in reputable financial 
institutions, covering the Eastern European/Russian market Ideally, candidates will speak fluent Russian 
and English, have good English writing skills and a university degree. Positions as sector specialists and 
generalists are available. 


Abase forward your fuB resume in the strictest confidence, quoting the appropriate reference no. 
to: Antal International: Parus Business Centre. 23 1st Tverskaya-)fomskaya Ul.. Moscow 125047. 
Russian Federation. Tel: +7 095 258 0465 Fax: +7 095 258 0470. 

Antal International: Shropshire House. 1 Capper Street. London WC1E 6JA. 

Tel: +44 (0) 171 6372001. Fax: +44 (O) 171 6370949 
or visit our website on www.antaf-int.com 

Antal International 

*A Global Recruitment Solution Applied Locally' 
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UK - CZECH nr-E* - fHAIlCE - C.CHT-IAVjV - HONG KONG - HUT-iCjAtVY * 1TA1.Y - POLAND * KON1AMIA 


UKRAINE - U5A 


How to reach the leading position as a world class 
Independent Software Vendor for Ericsson Hewlett- 
Packard Telecommunications Applications Solutions ?” 


Be a part of our global Sales and Technical Pre-Sales organisation!! 

Technical Pre-Sales 

You will be located in Sweden, Germany or 
UK. 

Our Technical Pre-Sales rnain 


The expanded role for Ericsson 
Hewlett-Packard Telecommunications, 
EHPT, is to be an independent world 
class software company and 
applications provider within the 
framework of Open Telecom 
Management. Our solutions are: 
Operation Support Systems for 
element and network management 
and Business Support Systems for 
mediation, rating, interconnect and 
billing and customer care. We help 
telecom operators become more 
competitive in the market and achieve 
better results. - 

Since our scare in 1993, we have 
been a profitable company. We have 
been very successful with an annua l . 
growth of 30 percent in terms of order 
bookings, sales and number of 
employees. Most of our sales have, 
until now, been through the Ericsson 
and HP channels. We now want to 
take our applications more broadly 
into the open market- EHPT aims for 
a significant share of the growing 
USD 16 billion global telecom 
management market. 


Area Sales Managers 

Job oppo reunites in the following areas 
with location in Sweden, UK and 
Germany. 

— Russia 

— China 

— East Europe 

— Far East 

— Nordic countries 

— Germany 
-UK 

— BeNeLux 

Our Area Sales Managers' main 
responsibilities are to: 

■ Establish and deepen contacts with end 
customers and channel partners. 

■ Create EHPT awareness and a 
preference for EHPT solutions, both 
among end customers and channel 
partners. 

■ Co-ordinate our deals, preparations and 
presentations to customers. 

As a candidate, you have experience in 
sales in an international environment and 
preferably knowledge of customer feeing 
or network feeing systems from corporate 
enterprises or telecom operators. 


responsibilities in both Operation Support 
Systems and in Business Support Systems will 
be to: 

■ Support our end-customers and channel 
partners on all technical matters as well as to 
be a team member in a commercial team. 

■ Identify and propose customer solutions, 
matching our products with customer 
functional expectations. 

■ Participate in and prepare for customer 
events, such as seminars, conferences etc. 

EHPT is a growing organisation with great 
career opportunities. We promise you a 
challenging job in the frondine of the 
international telecom industry. You will be able 
to use your creativity, implement your ideas 
and influence our development. 


Please send your CV, marked “EHPT + the 
position you are applying for" to Mercuri 
Urval, Spencer House, 29 Grove Hill Road, 
HARROW, Middlesex HA1 3 BN, UK, no 
later than November 28th, 1997. 


Ericsson Hewlett-Packard Tdeammumcatiom is a leader in telecommunications management support systems. Our 
collaboration with Ericsson and Hewlett-Packard, induding that activities in over 130 countries , enables us to 
supply our customers with local sales, service and support, almost everywhere in the world. 

Combined and enhanced strengths - this is the added value that we, the more than 7 00 people of Ericsson 
Hewlett-Packard Telecommunications will always extend to our customers. 



Securities Lending / 
Equity Finance 


Royal Trust as part of Royal Bank of Canada 
Financial Group, is a top rated provider of global 
securities solutions. 

Within the global securities services division, Royal Trust has a 
dynamic, ambitious, and successful Securities Lending and 
Equity Finance team. This team has an available Securities 
Lending and Equity Finance portfolio of over 5170 billion 
covering 1 10 0 dients dealing in 25 different currencies. 

We are now looking for experienced securities lending / equity 
finance professionals who have the intellectual rigour and 
entrepreneurial flair to make a real contribution to this fast 
growing team. Based in London, successful candidates will be 
involved in trading of Royal Trust’s growing fixed income and 
equity portfolio through traditional lending and repo. 

If you want to- be part of a team that rewards achievement, 
provides autonomy and supports you with the finest resources in 
the business we would like to hear from you. Please send full 
personal and career details, induding current remuneration 
package, to: 

SaRy BroUrwell. Royal Bank of Canada. 71 Queen Victoria Street, 
London. EC4V40E. Fax 0171 248 3967 



ROYAL 
{ TRUST 


A member of Bie Royal Bank Financial Group 


Bayerische Vereinsbank AG London Branch 
ECGD Specialist - London 

The Bank wishes to strengthen its Trade Finance Department 
by appointment of a ECGD Specialist. 

Candidates should have a good technical knowledge of ECGD 
programs and experience in direct customer contact to 
negotiate/conclude/administer ECGD credit agreements. 

A competitive salary plus hanking benefits will be offered to the 
MKicc^iu'. appiijum. 

Applications should be in riling and sent, marked private and 
confidential to:- 

Amanda Said, Personnel 
Bayerische Vereinsbank AG, London Branch 
1 Royal Exchange Buildings 
London EC3V 3LD 
(No Agencies) 
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Head of Settlement Operations 


City 


£ Excellent Package 


Our client is a highly reputable global investment management group which has 
nearly £25 bitlioa under management for a broad array of government* 'corporate 
and private clients in over 60 markets worldwide. 

As a result of an internal restructuring within the operations department and 
continued growth in their fund management business* an outstanding senior 
management opportunity has arisen. Reporting to the Head of Operations, this 
is a high profile role and responsibilities include: 

■ Involvement in strategic business development ensuring the department's 
commitment to a long term vision* 

■ Improving gris ting modus operand! resulting in tighter controls and cost 
effectiveness. 

• Working with a hi gh profile project group with the responsibility of mapping 
specifications and implementing appropriate systems/solurions. 

• Leading and ma p ? ging a department of over 30, responsible for all aspects of 
processing trades in the most timely and cost effective way. 

Candidates will be high calibre operations professionals with excellent leadership 
and co mmuni cation skills, a confident, personable manner and strong 
commercial acumen. 


The ideal candidate is likely to possess: 

* A minimum of four years operations experience ideally from an asset 
management organisation or similar experience from a broker or investment 
bank. 

* Strong systems im piety fetation experience and a thorough understanding of 
Electronic Trade Confirmation systems. 

• Broad understanding of products including equities, foreign exchange, fixed 
income products and derivatives. The ideal candidate will come from a global 
markets background. 

Proven hands-on management skills and strong leadership abilities. 

• A thorough attention to detail and a strong focus on Straight Through 
Processing. 

If you are interested in joining an organisation where ambitious, committed and 
successful individuals will be rew ar ded both in prospects and remuneration, 
please contact Alex Cooper at Michael Page City oq 017 1 269 2349. 
Alternatively write to her in the strictest confidence, enclosing a full curriculum 
vitae to Michael Page City, Page House, 39-41 Parker Street, London 
WC2B 5LN. Pax 0171 404 8488. 


Michael Page City 

Imwfu rinnil Recruitment 

London New York Paris Amsterdam Frankfort Milan Hong Kong S if ipiw Sydney 


^Schroders 

' Manager^ ben! immobili 

commercial! 

Banca d'aflarl di primo piano a Kveto : 
inteiSzionale cerca giovane 
di benl immobili con otuma ra^«^. 
sia deiMano sit de'ingiese_ 

Principalmente management j^ntn. 

commeraafi itaBani. ma anche possibKita 
di lavoro a livello panaura peo. 

Efc-i b-30 : _ 

Qualifier Lauwa econorrm e comnweto 

oppure teurea equipoBento 

Gli intoressati posaonojnvlare un 
curriculum vltee <»ettagIlato a. 
MartecrlsUna Marchitelll, Schnodera. 
Senator Houses 85 Queen Victoria 
Street, London EC4V 4EJ. 


Appointments Advertising 


aJpESnSJulC edition every Monday, 

Wednesday & Thursday and hi the 

International edition every Friday. For farther 

Information please call: Karl Loynton on 
+44 0171 873 3694 
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EUROPEAN CREDIT MANAGER 

DL'oiin 






COUNTRY CREDIT MANAGERS 


This is just the beginning. ;« wili soon have similar rales throucr hen! the rest cl 
Europe. So, i! you wish to express an interest in future opportunities, we will be 
glad to hear from you. 

All positions carry the impressive salary and benefits package you would expect 
Irom a major European organisation including assistance with relocation, 
where appropriate. 

Response is being handled by CSA Management Consultants and your appbcaiion 
will be given the attention it deserves. Please contact Ian Schiiclr Ruth Almond 
or Rebecca Kingman, indicating in which position you are interested, 
on ->-44 1256 318311. Fax: -44 1256 356584 e-mail: ion schtichemrsii.csa.co.uk 
or write to CSA Management Consultants. Vickers House. Priestley Road. 
Bosiunstoke. Hants RG24 9NP. 


Financial Opportunities 



• Central London 

• Attractive salaries 

Our Client has the following opportunities: 

Head of Finance 

Reporting to the Director, this broad role will deal 
with aspects of this investment organisation. The 
successful candidate will be a qualified accountant 
who is capable of working independently. 

The role will suit a mature individual who can 
combine good technical skills and an adaptable 
personality. (Reft HJ2) 

Director 

The successful candidate is likely to be a mature 
manager, a qualified accountant with a good 
knowledge of banking, investment and property 
management. 

The role will encompass management of the 
portfolio of properties* equities and other 
investments on an international basis. (Heft BJ1) 

KPMG Selection & Search 


Investment Analyst 

The investment analyst will be expected to manage 
a varied portfolio of investments and make 
recommendations to the Director. This role will 
include managing relationships with third party 
advisors in financial service organisations as well 
as advisory work on other investments including 
properties. Candidates are likely to be investment 
managers/analysts from within the financial sector 
who have undertaken a similar role. (Reft HJ3) 

For all positions. English will be necessary as a 
first language, but a knowledge of French and/or 
Arabic would be a distinct advantage. 

If you hare the necessary experience and skills for 
one of these roles, please send your CV together 
with details of current remuneration, indicating the 
post of interest to: Bernard Grant/Janlna Harper* 
KPMG Selection and Search, 1-2 Dorset Rise* 
Loudon EC4Y 8AE. Fur. 0171 311 5872. 


Head of US Equities 

Leading Asset Management Company 

Opportunity to join an outstanding team building a significant business 


London 

Our client is the asset management subsidiary of one of 
the world's largest financial services groups, which has 
a reputation for strength, quality and innovation. The 
asset management business has substantial funds under 
management and a strong performance record- A 
leading player in Us domestic market it is now investing 
heavily to achieve ambitious international growth plans. 
A key part of this strategy is the opening of a major retail 
and institutional arm in London. 

The appointed candidate will have full accountability, 
within broad guidelines, for the US Equities portfolio, 
using a rigorous bottom up approach to identify suitable 
investment opportunities. As a member of the Asset 
Allocation Committee, he/she will assess the impact of 
the US market an the rest of the world. A 
key task will be to recruit, develop and 
manage a small, highly focused team. 

Candidates must be graduates and 
ideally CFA qualified, with a minimum 



Excellent Package 

of ten years' relevant experience in fund management, 
at least five of them spent covering the US market. (We 
will also be interested in those with less experience than 
this as potential candidates for US Equities fund 
management roles. J A strongly analytical approach, 
intellectual rigour and numeracy are essential. 
Independence of thought must be complemented by a 
team oriented style. 

This is a rare opportunity to join a first class team as it 
builds a substantial business out of the UK. 
Remuneration will not be a limiting factor and,, in 
addition to a competitive base salary, will include a 
potentially substantial performance related bonus and 
the usual benefits. 

Please send a full CV in confidence to 
GKRS at the address below, quoting 
reference number 800J on both letter 
and envelope, and including details of 
current remuneration. 




SEARCH & SELECTION 

OLD LONDON HOUSE. 32 ST JAMES'S SQUARE. LONDON SWlY-tfR-TEL: 0171 930 5100. FAX; 0171 839 1401 

AGKR Group Company 






WORLD GOLD COUNCIL 


International Public Policy Manager 


London with substantial travel 

The lAbrid Gold Council is an international organisation 
formed and funded by leading gold mining companies to 
stimulate the demand for gold. Its scope of activities indudes 
influencing the attitudes and behaviour of actual 'and 
potential public and private sector holders of gold; inducing 
lasting structural changes; and stimulating a competitive- 
level of marketing support. A global branch network enables 
it to be active in all major markets, covering some 60% of 
worldwide demand. 

The Council has created a key, new, senior position in the 
area of public policy Working as part of a team, the main 
challenge is to influence internationally, at senior levels, 
institutional attitudes and behaviour towards gokL 
Reporting to the Head of Public Policy, the appointee will 
have the following principal responsibilities; 


• monitoring the policies towards 

holders and formulating the G 

developments 


Id of official sector 
's response to market 


with senior management at of 
agencies; 

• providing policy arguments based cm 



Competitive Package 

research studies regarding the economic case for gold; 

■ preparing regular information and speaking on the 
monetary role of gold. 

Candidates will be self-starters, able to work 'hands-on', 
with a high level of intellectual curiosity ’and tire ability, 
personal stature and communication skills to be credible 
with senior officials worldwide. A good first degree, ideally 
in economics or another analytical discipline, and at least ten 
years' work experience are essential, as is an understanding 
of global Kxmomics/political relations. Backgrounds that, 
would be porticulariy relevant include portfolio' 
management, commodities, precious metals, international 
banking or investment banking. International experience is 
required, whilst familiarity with tile emerging markets 
would be advantageous. 

The crucial nature of this rale will be fully reflected in a 
competitive remuneration package including, relocation 

assistance where appropriate. Please send 

a full CV in confidence to GKRS at the 
address below, quoting reference number 
795J on both letter and envelope, and 
including details of current remuneration. 





SEARCH & SELECTION 

OLD LONDON HOUSE. 32 ST JAMES'S SQUARE. LONDON SWIY 4JR- TEL: 0171 930 5100. FAX: 0171 8J9 I4U1 

A GKR Group Company 



Institutional Sales Managers 

AAAm Money Funds 


To £70,000 Basic + Benefits + Bonus 


West End 


Superb ground floor opportunity for two talented institutional sales 
professionals to maximise sales of top performing money funds to UK 
corpiorates and drive further growth of renowned international firm. 
THE COMPANY 


♦ Major International financial se rvices and prop er ty group. 
Marker captaflsarion £4bn. Significant cash bate***. 

♦ Acquisitive and wel positioned to take advantage of further 
attractive Investment opportunities in financial services wiry 

4b Exdnng plans to develop the business globally. Launching 
equity and bond based products an bade of highly successful 
money funds. 

THE POSITIONS 

♦ Senior sties roles. Foots on winning new money funds 
busirMtt end esctbfisftiqg dose reJatioRships with clients. 

♦ Target corporates and Institutions Initially In London and 
then rat of IRC 


♦ Uaba wtdi unk trust and pension computes within group 
for cross-selling opportunities. 

QUALIFICATIONS 

♦ Graduate calibre with several years' experience successfully 

? riUng lnvwtm0nl products to corporate/lnstieudonal 

investors. 

♦ r*? ™ 1 Mf-ndnwl. 

performance driven tram players. PC Iheroe. 

♦ Ambitious, energetic and credible « senior levels. Solid 
tedmi^^owledgo of investment, (landing 


Please send fuB or, stating salary, ref SC7I IHI, to NBS, 21-26 Garfidk Hill, London EC4V 2AU 
Fax 0171 489 0698 Tel 0171 379 i070 


Aberdeen* Bma^um*Brinol*C3nW*Giy*EdUaajh 


NB Selection 


• Inndon • Manchester * Radkgc * SJough * Madrid* Park 


A BNB Resources pic company 
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Join a premier emerging markets team. 


London based 


HSBC MIDLAND is a treasury and capital markets division within the HSBC Croup, 
one of the woefed's leading international hanking and financial services organisations with a 
leading presence throughout the emerging markets. We intend to build on the success of 
our Emerging Markets Currency Group, a fast growing business based in London and 
New York which has two aims: to provide high quality risk management services to the 
HSBC Group's corporate clients who are investing in the emerging world; and id develop 
a successful buriness originating, trading and distributing fixed income securities 
denominated in emerging markets currencies- Our team has three openings. 


Quantitative Analyst 
You will analyse foreign exchange and 
local currency fixed income markets 
throughout the emerging markets, with the 


mmmm mm 


sliilwa 

iBBSh 


and to' communicate those ideas to 
salespeople, traders and external fclienis. 

You will have a veTy strong .academic 
background, probably including a Masters 


BSSH 

BMMBHdMB H 


Tfnrrf n 






Regional 

Legal Affairs Director 


M erck & Co., Inc, . - 

Whitehouse Station, NJ, . .■ * . 

USA, is a global research-driven '-V-‘ { ! 

pharmaceutical company that ' v: r ' 
discovers, develops, manufac- 
tures and markets a broad range BRUSSELS Bj 
of human health products. 

Merck & Co., Inc. recognises that the ability to 
excel depends on the integrity, imagination, 
knowledge and skill of its employees. It strives 
to create working environments which foster 
mutual encouragement and team-work and 
reward commitment and performance while 
being responsive to the needs of employees. 

A position has now arisen for an attorney fluent 
in English and preferably at least one other 
European language to be based in Brussels. 


BRUSSELS BASED POSITION 


Experience in competition and 
ml jm intellectual property law together 

with transactional matters 
(including licensing and distrib- 
ution agreements) is essential 
iED POSITION lo S el h er with an understanding 
of the workings of the European 
Commission. In addition, a flexible approach 
and willingness to handle a variety of commer- 
cial affairs will be necessary. This is a senior 
position, reporting to two regional vice- 
presidents, and will require the successful candi- 
date to demonstrate strong analytical and 
communication skills. 

Travel within Europe also will be required. The 
successful candidate can expect a competitive 
remuneration package. 


For further details please contact Alicen Shepherd. Morwenna Lewis or Sonya Rayner or send them a 
copy of your C V. Alternatively e-maih AlicenShepherd@chambersrecruitmcnt.co.uk 
This assignment is being handled on an exclusive basis . 



CHAMBERS 


1 PROFESSIONAL RECRUITMENT 



23 long Lane, London EC 1 A 9HL Telephone: (OT7 1 ) 606 8844 Fax: (Oi7i) soo 1793 
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KREDIETBANK N.V. 


City 


Kredietbank N.V. is a AA rated Belgian Bank. The Corporate Banking Division of its London Branch is 
active in the Corporate and institutions .markets, and in a number of specialised areas. As part of its 
continuing business development, this division is seeking to recruit two additional bankers to join the 
London Office. 

ACQUISITION FINANCE 

Active in the senior debt market since 1992, Kredietbank N.V. UK is seeking to expand the team with 
tiie ambition of arranging and underwriting transactions. Working doseiy with the Head of Acquisition 
Finance, candidates- will possess 3/5 years front line experience transacting Management Buy-Outs. 
An accountancy background and/or MBA, combined with a knowledge of cross border deals would be 
advantageous. 

. r :„ a... . .msxizutions _ ... .. . 

Increasing levels of business with institutional clients, particularly fund managers and insurance 
companies, requires a strong marketeer to expand the client base and increase the product 
penetration of the existing clientele. With a minimum of five years experience marketing a range of 
lending, treasury and investment products to the institutional sector, candidates will also possess 
excellent credit skills. This position reports directly to the Head of Corporate Marketing. 

For both positions, candidates will be of graduate calibre, with a high degree of numeracy and strong 
marketing awareness. Self starters, able to demonstrate initiative, enthusiasm and flexibility to fit into 
a small team environment, candidates will also have first class skills in evaluation, communication 
and presentation and be PC literate. Appropriate SFA registration is a requirement 

Kredietbank N.V. UK offers highly competitive financial packages, including full banking benefits. 
Please write, in confidence, with full personal and career details, including current remuneration, to 
Sharon King, Kredietbank N.V., Exchange House, Primrose Street, London EC2A 2HQ, by the 
21st November. 


A Challenging Future With Ce del Group 


The Oiri Group is a dynamic and rest growing intEmanonaJ organisation composing nve subsidiaries, 
including C^dd Bank provkfing clearing, settlement and custody administration services. The Group's 
products and services are provided by a multi -national, customer focused team of nearly 750 people 
ba red m the Group's head office in Luxembourg as well as in regional offices located in New York, 
London, Dubai, Hong Kong and Tokyo. In order to satisfy our cuiTcnt strategic plans for growth and 
rtv»pntwnr^rriCTt nf fag p ro ducts and services we are seeking to recruit for omljixemlxMrgHeadquaileo 
several very high caliber individuals to fulfill the responsibilities of: 


Appointments| 

Advertising 


appears in the 
UK edition 
every 

Wednesday 
& Thursday 
and in the 
International 
edition every 
Friday. 

For information 
on advertising 
in this section 
please call 

Kari Loynton 
0171 873 3694 



Financial Times 


Operations Manager 

Excellent package • Hong Kong 

Mcxgan Stanley Dean Witter, a leading global US investment bank, is seeking a high calibre 
professional for its Operations Department based in Hong Kong.- 

Given the rapid expansion of Morgan Stanley Dean Winer’s business in Asia, in terms of 
size, new offices, and products, a superb opportunity has arisen in the Operations area of 
the Finn in Hong Kong. The Operations Department is responsible for operations within 
Asia and Australia where a variety of cash and derivative products of the Equity, Fixed 
Income and Foreign Exchange Business Units are traded. 

The individual will tnanaps-a product team cf skilled and diverse professionals. The candidate 
should be capable of managing new product and market initiatives and handling responsibility 
in more than one location. The incumbent will be accountable to the businesses they 
support and will work doseiy with senior counterparts in other supporting functions. 

The ideal candidate should have-. 

• Relevant Operations or financial experience gained through working in the Investment 
Banking industry. 

• Strong leadership qualities and interpersonal skills which include motivation, energy 
and excellent communication skills. 

• A genuine commitment and interest in the Asian region and its securities markets. 

• Proficiency in Cantonese. 

• The right to work in Hong Kong as a locil employee. 

Qualified candidates from ocher businesses such as accountancy or management 
consultancy will also be considered. 

We offer an attractive remuneration package including discretionary bonus, profit-sharing 
scheme, and medical and pension plans. Qualified candidates should send their resume to; 
EUie Johnson. Office of Development, Morgan Stanley Dean Winer. ir> Cabot Square. 

London EH -}QA. 

MORGAN STANLEY DEAN WITTER 


ior Project Manager 




Interbank Swaps 
Sales 


Your responsibilities: 

You w31 be responsible to imp 

Your profile: ^t a|3 

You should have 5-10|||&rs o 
working background irffijefin 
of successful nnplemeaSBSSs 
quality standards. In dep - « 
tools preferred. 


As Project Manager 

infrastructure. You alsolwIfflRratiflitj 

Cost-benefit analysis is an integral pan i 

Yon must be able id demonstrate on 
ipnovuiivc and flexible approach to yw| 
results while working in a multicultural 
env iron ment are essential. 


within budget- 


ce preferably with 
pales specific examples 
widget, that met rigorous 
land change management 


Sgy, and product testing 
jnpetitive environment. 


[process. 


as well as an analytical deiemtined, 
isiva, dynamic and able to achieve 
conunumcatioii skill* in a global 


London 

Our client is one of the world’s most highly rated 
integrated international merchant banks 
headquartered in Europe, with a network of branches, 
subsidiaries and affiliated companies in more than 
60 countries around the world. 

The bank is currently looking to develop its presence 
in Interbank Swaps within the London branch. The 
position will involve speaking to a wide variety of 
counterparties to develop its international profile and 
maintain its UK presence. 

The ideal candidate is likely to be aged between 
23-30, educated to degree level and possess a 
minimum of two years experience in a similar 


£ Excellent 


Interbank Swaps Sales environment. Excellent 
communications skills are also necessary for both 
internal and external contacts. 

This position represents an outstanding opportunity 
to join a market leader within this field. 

The remuneration package will reflect entirely the 
experience of the successful applicant. 

Interested candidates should coo tact Tim Smith at 
Michael Page City on 0171 269 2313, or write to 
him enclosing a full and up-to-date curriculum vitae 
at Page House, 39-41 Parker Street, London 
WC2B 5LN. Fax 0X71 405 9649. Please quote 
reference number 382589. 


You have a relevant degree and/or qualification and arc completely fluent in English 

If you are up to this challenge and want both die financial rewards and the opportunity to further 
develop yout capabilities as part of a dedicated and professional team working in the international 
financial arena, please send yourCumcuhnn V«ae quoting the reference to; 


Michael Page City 


London New York Pam , 


latonadmal Re tfu itmani Coowiltanb 

mstetilm n Frankfort Milan Madrid Hoag Kong Singapore Sydney 




cede! group 


Luxembourg 


Hong Kong 


Cedel Group (PMG) 

Human Resources DcpKUncnt 
67 Bd Grande-Duchesse Charlotte 
L-I33I Luxembourg 

New York Tokyo 


LesEchos 


financial times The FT can help you reach additional business readers in France. 

Our link with the French business newspaper, Les Echos, gives you a unique recruitment advertising opportunity to capitalise on 
the FTs European readership and to further target the French business world. For information on rates and further details please 

telephone: 

Karl Loynton on +44 0171 873 3694 


L-r. 
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Flemings 


Join a leader in Poland 

Flemings is an investment bank with offices in 41 countries around the world and core businesses in asset 
management, investment banking and securities broking and research. 

Our securities operation provides independent research on more than 3,200 stocks with an emphasis on sectoral 
specialisation, emerging markets and global coverage. In central and eastern Europe, Flemings has established 
a significant broking operation which now covers most of ihe region's main stocks and countries. 

We are now recruiting on analyst to join our growing Polish research team based in Warsaw. The analyst will 
research Polish companies, servicing boih domestic and international clients. 

The successful candidate will have; 

• fluent Polish and English 

• experience in Polish securities or an indeplh knowledge of the Polish economy and industry 

• the ability to write innovative research to tight deadlines 

• strong interpersonal skills 

Ideally, the successful candidate will also possess the Investment Advisor licence. 

The salary and benefits package will appeal to high quality candidates. 

Write to Sasha Sewell-Knight in our Personnel Department, 
enclosing a full CV and details of your current remuneration. 

Robert Fleming & Co. Limited, 25 Copthall Avenue, London EC2R 7DR 


Hong Kong . 

This global scarifies organisation has developed an enviable 
reputation through the marketing and trading of a fuD range 
of ma rk et ? products. Its commitment and focus haa 

been on file creation, structuring and trading of derivative 
products and the development of leading edge risk 
management concepts. 

A new Opportunity has arises for a highly numerate 
individual, to measure and monitor market risk for the equky 
der ivatives function. Specifically, this will mvolve monitoring 
market risk Intra-day and dose using appropriate risk 
techniques, awaiting hi the acting of Emits and reporting of 
breaches. In flxe individual will need to evaluate 

stratcgies/markete Crum a risk perspective. The individual, 
based in Hong Kong, wiD report directly to London and will 
also liaise with other members of the London risk 
management team. 

With an esceQe&t Quantitative academic background in 
either Mathematics or a quantitative discipline, possibly with 
a PhD, you wm ban at least 3 years' esperience ia market 
risk management from an equity or fixed income 

E-maih htfoOnuHganbsnkSLCO.uk 


Excellent package 

background. A sound essential, 

(including erotic*) aad ru* advantage. 

to dovdoP.P^ 


£. £ 1 “* 
ttS Sigs SB SfS 

Career devel opment base salary. 


OMduthngr^ocatiraaimmn^ ( ^ Qag 

Interested applicants P^ass Tania Wild at 

reference number 265&ff2 ■ Lancaster Place. 

0171 240 iwa 

P»t number 0171 340 1052. 

bttpy/www.ntorganbanks-conLau 


Morcjcm 8 Banfe. 

INTERN ATIONAL 


ABN AMRO Bank 

INVESTMENT BANKING ASSOCIATES/ANALYSTS 
Attractive remuneratioa packages geared to attract and motivate top calibre individuals 

Within ABN AMRO, a dedicated relationship management group was formed in 1996 to assume overall 
clieni responsibility for some of the largest aad most international E ur ope an clients of the hank The main 
(ask of the group is to ensure ibat the clients benefit from a coordinated approach by the ABN AMRO 
investment hankin g products that are relevant to their current situation. A thorough understanding of «n«h 
client, its competitive environment and current concerns, is crucial for this Function. 
The Corporate Advisory Team and the Financial Institutions Advisory Team support this group of senior- 
bankers (MD level) in building client knowledge by pe rfo r min g re search and analysis, making presentations 
as well as co-ordinating marketing efforts by colleagues working in di ffe r e nt product areas and located all 
over the world. 

For all positions, fluency in English is required and other European languages are desired. 

Associates/ Analysts, Corporate Advisory Team 

Within the Corporate Advisory Team, opportunities now exist at the analyst/associate level for candidates 
with 0-3 years previous investment banking or strategic consultancy experience. The anafysts/assodaies 
will be placed within the London based team of 10 associates waking with senior investment hxnkra* in 
London and Amsterdam. aO covering Corporate clients. 

This is an opportunity for an enthusiastic quick-learner who wishes to broaden his/her knowledge of 
investment hanlring products working within a highly international e n v ir o n ment. 

Associates, Financial Institutions Advisory Team 

Associates are required to join this recently formed group which will cover diems within the growing 
financial institutions segment. In some cases the associates may also be required to work on Corporate 
clients. These positions are initially based in Amsterdam but, for the right candidates, there mil be a great 
degree of flexibility in the medium/long term 

This is an opportunity to build on existing sector knowledge, broaden investment hanking product 
knowledge and interact with a variety of major European financial institutions. 

For the Financial Institutions associates, knowledge abouLthe industry gained by 2-3 years working 
experience, either as an equity analyst for Financial Institutions or in a corporate finance/strategic 
consultancy role with a similar focus. 

Financial Institutions Sector Specialists 

This new function will provide sector expertise for senior bankers and relationship managers covering (be 
Financial Institutions sector. The sector specialists will through in-depth industry res ear ch provide the client 
relationship functions with marketing and monitor opportunities w ithin the sertnr Their mi ™ imfc 

is to ensure the proactiveness necessary to win business in today’s competitive environment. 

This is an opportunity likely to suit strategy consultants with a few years of specific experience from the 
sector extremely well, individuals with equity analysis/coiporate fm****, experience geared to the sector are 
also suitable for this key role within a rapidly expanding sector. 

As for die Financial Institutions Advisory train, the positions are initially located in Amsterdam although the 
right candidates can look forward to flexibility in this respect over the mcdium/long term. 

Candidates should forw a rd their applications including full CV «nH brief de s cri p tion of mn nit employment 
to: 

Peter Lindgren, (Corporate Advisory Ham Head) 

ABN AMRO Bank NY 
4 Broadgate 
London EC2M 7LE 

Applications will be treated with strict confidentiality and initial contact will be by mail unless otherwise agreed. 
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FIRST CHICAGO NBD 

The First National Bank of Chicago 

German Credit Analyst Competitive Remuneration + Benefits 


First Chicago NBD is a world class 
financial services company distinguished 
by strong client relationships, quality 
products and excellent service. A unique 
opportunity has arisen for a talented 
German Analyst to join their expanding 
credit team based in London. You vein be 
responsible tor analysing and 
rtcommending approval for all new credit 
exposures within the assigned portfolio. 
The role will involve strong interaction 
with bankers, product specialists and 
clients. 


An enthusiastic self starter; you must 
satisfy the following criteria: 

U German language (Mother tongue) and 
knowledge of the German Markets 
• 18 months to 3 years credit analysis 
ex perien ce in a reputable bank 

This above role will be Ideally suited to 
someone who is looking for their first 
serious ca r eer move into a challenging 
international environment. Career 
progression and unique working 
conditions are unrivaDetL 


Please contact our retained consultant Sarah JUeBersb, Badenocb &■ Clark on 
0171 583 0073 or write to Badenocb & dark, 16-18 New Bridge Street, London 
EC4V 6AU Fax 0171 353 3908 AB third party app licati o ns udB be forwarded, to 

Badenocb & dark. 




Expatriate 
Tax Professionals 

Opportunities in the U.S. 


KPMG, a worldwide professional 
services firm, seeks career orient- 
ed, highly motivated professionals 
to join our International 


Join KPMG in this, our centennial 
year. Out greatest moments are yet 
to come. We offer relocation assis- 
tance, a salary commensurate with 


Executive Tax (it l) practice. Due experience, a comprehensive bene- 


to continued and explosive fits pai 

growth, there are new opportune- mmr < 
ties throughout the • 

United Stares for Staff lAgSTN 
and Managwnw<t level I 
professionals. 


Successful candidates will have 
2-7 yeas' experience in interna- 
tional individual tax compliance 


fits package and excellent advance- 
ment opportunities. 

O For immediate considera- 
tion please forward your 
k resume by EMAIL to 
1997 cmaini@kpmg.com; FAX 
go (ZI2) 893-2689, or MAIL to 
C. Maim, KPMG, Human 
Resources, 345 Park Avenue, 36th 


uwnu uiuiviuudi uu tunumance _ _ . 

and consulting services or relevant ^ 

experience. Excellent communica- ^j. 54 ' USA- 
tion skills and a track record cf indicate Dept Code TAFT71 112. 
success coupled with knowledge of , 

US. Expatriate or Rneim M/F/U/V. KPMG Peat Marwick 

NarkSlaxarian^X. LLP is the US. member firm of 

• KPMG InremationaL 


For morw information about KPMG, virit our 

www.us.kpmg.com 


Analyst I Associate 
M&A 

PARIS 

Sodtaf f^p*^, die lading French bank, is committed to 
st rengthen ing ns global Corporate Finance /Mergers and 
Acquisitions Department, and due to the success of the business, 
now r iffth high calibre individuals for its head office in I^ris. 

Sodiei Giaink is a leading Europan cross-border M&A house 
(ranked # 10 in the Acquisition Monthly league table for 1 996). 

It is developing a major presence in 3 core locations. Paris, Loudon 
and Nov York, ft also has local teams throughout Continental Europe 
and in the emerging markets (Asia. Larin America and Eastern Europe). 

The position offers exposure to all aspects of MficA transactions 
in a B^m environment- There are very attractive career opportunities 
in a professional global oq^iusatioo. 

The ideal ondidate should have an outstanding — With a staff 

academi c background as well as at least two years 000 vnrldniit, 

work experience in a corporate financc/consiliancy jflffp t iminflrr at * w~r» 
environment. Oral and written fluency in French ^ mMre tbatt 500 

and English is required. _ __ 

offices in TOanaancs, 

Please send your CV by mail quoted OM/FAP sOCltrt GtNtRAlE, 
to Odile Mohan - Sodded Gdndrale - Espace 21, 

30 place Ronde, . . . 

92972 Paris-La Defense, France. gnap, is aaae m any 

frac 33 1 42 13 29 24 mwr baakag and 

finance. 


OURS ISN’T THE ONLY 
FUTURE YOU’LL BE SECURING 



Financial Analysis Manager - Group Finance 

■ West Sussex uj£fb £37kf+ car+ benefits' 

BOC Edwards, pan of the BOC of management awna gi n g 

Group pic, is a world leader in most data warehouses supporting the 

areal of vacuum pump tedmotagy delivery of EIS information to 

supplying to the semiconductor senior executives and conriimous 

industry. In addition, it is a majw ha p ra w ntef hdbraari on systems 

manufacturer or a wide range of using leading-edge technologies, 

vacuum systems and co m ponents IWnwiooalteaveila amqtAamwx. 

to the scientific instrument, 

pharmaceutical and chemical " rbo requires a ca ndidate 

markets. The business has strong wi th a stro ng i nt ell e ct, commercial 

market positions hi the US. awareness, high terete of crotflWIity 

European and Asian markets and “** presence with lbs ability 

has experienced rapid growth in the 10 P®* 0 "" at Board level, 

last 3 yeas, reporting turnover In Some inremadeual experience is 

1996 of £4 17m. desirable as well as between 3 - 5 

years' in a large industrial 
Due to internal promotion it ia company. Other qualifications are 

currently recruiting a Financial ACA/ACMA with around 3 years' 

Analysis Manager 10 work in PQB. a good degree from a 

Group Fi nance which has global recognised university and highly 

repotting responsibility. This is a developed IT in^iiv^ifip 

high-profile senior position widm experience of implementing and 

the finance orgamsanoo and which running leading-edge technologies. 

rc q uires extensive contact with Some experience of financial 

operating units world-wide. Key rind Infor matio n systems io a 

responsibilities are the analysis manufacturing mvironmeni would 

and undemanding of business be advatuageous. 

performance including product and 

market profitability, implementing If you fit the bill, please send 
and monitoring transfer pricing your CV to; Judy Gilbert, 
policies, m a n ag in g the preparation HR Administrator. BOC Edw a rd s , 
of complex global budgets and Manor Royal, Crawley, West 
forecasts, m a n ag i ng the prepaiad o* Sussex RH 10 2LW. 


Tbe position le quiies a candidate 
with a strong intellect, commercial 
awareness, high levels of credibility 
and presence with tbe ability 
to ‘pel foi 111 at Board level. 
Some inremadenel exp er ience is 
desirable as tveU as between 3-5 
yean' in a large industrial 
company. Other qualifications are 
ACA/ACMA with around 3 years* 
PQB. a good degree from a 
recognised university and highly 
developed IT skills including 
experience of i mpk mrn tlng and 
running leading-edge technologies. 
Some experience of financial 
and Information systems io a 
manufacturing environment would 
be odvanutgeous. 

If you fit the MIL please send 
your CV to: Judy Gilbert, 
HR Administrator. BOC &hvards. 
Manor Royal, Crawley, West 
Sussex RHI0 2LW. 


hupJlwwmsocgen.com 

Lets combine our talentS. 


New Financial Times Appointments Section 

Trading Places 


For the announcement of changes to senior 
personnel within your company contact: 

Ben Bonney-James 
on +44 171 873 4015 


IROs Broker 


rW EDWARDS 


Ths mbs wmM h seafe raw* of Ita BOC Grasp 


An mtetn a ri onal scon iti e s broking bouae wishes to recruit an e x p eri e n ced broker 
to continue the dadopraent of a team deafing a> Interest Ram Option. 

‘ Educated to degree-level preferably in Btsmess/Economicg, you should have 
at least four years' relevant market experience spent trading and broking Interest 
Rate Options. 

You wffl abo have experience of LIFFE pte knowledge of the German markets 
as they relate to IROs, and will be abl e to cr eate , im p l e m ent and manage options 
snategies and poduas. Good quantitative knowledge of pricing models and their 
appli c a ti ons, mgaber with flocat German and conversational trench for trading 
purposes. Is also essential. 

Applications, to dud tog full (hamfa of career to dare and anrent earnings, should 
be sent to Bax NorffSCfi, HnandaiUmea, One Southwark Bridge. London SE1 9HL 
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Advertising 


appears in the 
UK edttfon 
every 

Wednesday 
& Thursday 
and In the 
International 
edition every 
Friday. 

For information 
on advertising 
in this section 
please caU 

Karl Loynton 
01718733694 


Financial Times 


A Challenging Role with Responsibility 

Transaction Management 


London 

Oar client h one of tbe 'world’s Uadmg financial 
ins rimri o as and provides a comprehensive tango of 
investment, capital marker aad securities services 
worldwide. Substantial gro wth, combined With a 
creative and innovative approach, has placed the 
organisation at die very forefront of investment 
backlog. 

Tbe Transaction Management Group sup p mta die 
global trading activities and is responsible for a wide 
range of equity and debt issue documentation. Due to 
expansion in the deri v ativ e s market, they now seek to 
appoint a senior professional in die De ri v a t iv es 
Documentation tom. This new position will report 
dire tfl l y to the Ffcad nf T Wraa t v«« 

will be Deputy for die GroopL 

Responsibilities include? 

* Dfrett supervision <A a day-to-day bob of a team of 
ISDA/eanfinnatkm negotiators. 

• Handling complex negotiations with 
counterparties and finalismg documentation 


£ Attractive Package 


and credit di v isi ons as necessary. 

Hie suceeedal applicant » likely to have at least five 
years strong commercial experience gained within the 

mnsacoon imn a OTim tadoc uroen.wri imtFTOofa 
high calibre bank. A strong knowledge of product 

s tructures , matker practice and the negotiation of 
derivative transactions is required. It is essential drat 
applicants can dearly demonstrate sound commercial 

awareness, strong technical skills, ambition and the 

ability to manage a dedicated team of professional staff. 

For die right individual, an attractive package wifl be 
awarded. 

Interested applicants should contacr Simon Lewis on 
0171 269 2316 and/or forward a cuzrieulumvteteto 
him at Michael Page City, Page House, 39-41 Parker 
Street, London WC2B 5LN. Please quote refemtu 

3801S23. Fax 0171 405 9649. AD applicants 
wffl be treated in the strictest c onfidenc e 


Michael Page City 

Iniw na tion a l Recrtritmcot Conaohants 

London New York Paris Amster dam Fraafafart Milan Madrid Hony Kory 81 ^.^ Sy d^i^ y 















Financial Controller 


Pharmaceutical Research 

£40,000 + Profit Share, Car & Excellent Benefits 


Northwest 


Exciting greenfield opportunity with rapidly growing organisation to create in-house finance 
function. Autonomous position developing financial systems to support business growth. 


THE COMPANY 

♦ Internationally recognised Pharmaceutical evaluation 
consultancy. . 

♦ Providing dlrifaal research for drugs companies worldwide. 

♦ Consistent year -«v^«ar growth. 

THE POSITION 

♦ Responsible. for complete financial stewardship of company 
indtxfing preparation of financial and management accounts. 

♦ implementing financial/information systems to support 
growth. 

Pimm send fbU cv, stating salary, refMN7l iOl.to NBS. CourthBI House. Water Lane, WBmstow, Cheshire SK9 5AP 

Fax 0 1 625 539801 Tel 01625 539953 


♦ Report dlrecdy to Managing Director. Create own team. 
Fotaidal opportunity of elevation GO Finance Director. 

QUALIFICATIONS 

♦ Experienced and qualified Financial Controller. 

♦ Excellent communication skills with strong commercial 
acumen. 

♦ Knowledge of Joint ventures and/or partnerships useful. 
Experience of attracting diverse capital investment an 


Aberdeen- BbTringham • Bristol - OdV-Gqr-EdHburgh- Gtagow 

NBS 


Leeds ■ London * Mandwazr > Radtea * Soqgh • Madrid • Paris 


NB Selection 


NorTh West 


A BNB Ra m s ub pic company 


BO 9002 Registered 


Finance Director 


Branded Consumer Products 


£55,000 + Bonus + Car 


South East 


Key appointment for ambitious finance professional in 
market leader with remit across European operations. 


THE COMPANY 

♦ Household name. European subsidiary of $2 billion 
multinational group. 

♦ Well established manufacturer of branded consumer 
products. Reputation Cor quality and product performance. 
Category leader. 

♦ Commitment to product innovation in pursuit or further 
profitable growth. 

THE POSITION 

♦ Real opportunity to impact competitive performance and 
profitability across European operations. Report to MD. 
Excellent prospects. 

♦ Full responsibility far all aspects of financial management and 
control. Implement effective performance indicators. 
Evaluate capital expenditure proposals. 


♦ Provide critical financial Input to all parts of the business 
including purchasing, new product development, sales and 
man ub coning. 

♦ Review operational issues and consolidate results of 
European operations. Analyse, interpret and provide 
strategic recommendations. 

QUALIFICATIONS 

+ Qualified accountant. Background in manufacturing. 
Exposure to muftinationaJ organisation. 

♦ Demonstrable experience of Improving commercial financial 
management and contributing to business strategy. 

♦ Hands-on approach, CommerciaBy astute. 

♦ Cultural sensitivity with diplomacy and tact. Ability to 
influence at all levels. 


Please send fall cv, stating salary, ref LG 7 II 05. to NBS, 54 Jermyn Street. London SWIY 6LX 
Fax 0f7l 491 0447 Tel 0171 493 6392 
Aberdeen- ■ Brmoi ■ CartS? * City - Etfaburgh ■ Gtcjgow 


Leeds - London • Manchester • Radkct - Slough - Madrid - Pans 


NB Selection 


A BNB Resources pic compary 


NBS 


Financial Management 


ISO 9002 Regmsred 




V 


City 


£ Excellent Package 


t 


Head of Trading and Sales Audit 


Deutsche Morgan Grenfell, the investment banking arm 
of Deutsche Bank AG, operates in over 30 countries with over 
8,000 staff. Their objective is to become the leading European 
investment bank and one of the top investment banks in the 
world. This commitment is Illustrated in the group winning 
16 awards in the 1997 Euromoney Awards for Excellence including 
recognition as the Most Improved Investment Bank and the Best 
Bank in Western Europe. 

As part of the unprecedented expansion of their global 
businesses they now wish to appoint a new Head of Trading 
and Sales Audit 


Reporting to the Head of Audit this high profile position 

will be responsible for 

• Planning and controlling the audit of the Global Markets, 
Equities and Emerging Market divisions. 

a Auditing the full range of risks across their trading 
businesses. 

■ Maintaining a pro active and focused audit approach within 
their fast moving environment 

■ Developing and managing a highly qualified and capable 
team of audit professionals. 


The successful candidate will: 

a Be suitably qualified with extensive audit experience 
of financial services gained either at an Investment Bank or 
a Big Six accounting firm. 

■ Have a detailed understanding of relevant financial products 
and underlying business processes. 

• Be a "hands on* team player with excellent leadership, 
communication and persuasion skills. 

a Demonstrate the ability to develop a successful rapport 
with other members of the senior management team. 



In return; you will receive a highly competitive remuneration package and the opportunity to be part of an exciting period of growth that has already established the company as a major player in its market. 


Interested applicants should send full CV in strictest confidence to: 

Belinda Lockhart. Morgan McKinley, at Wellington House, 125 Strand, London WC2R 0AP 
Tel: 0171 557 7222 • Fax: 0171 836 3456 • email@morgan-mckinley.co.uk 


Deutsche Morgan Grenfell 



Tracing Races 
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to £150,000 
us bonus & benefits 


International CFO 


London 


Outstanding opportunity in this hugely respected global phryar. With operations In over SO countries, the 
group Is growing and developing rapidly . ch al le ng ing rote as business partner to the international CEO, 
delivering responsive financial management and achieving strategic and operational objectives. 


THE ROLE 

■ Key. member of. the small executive team, 
. contributing to business strategy and development 
plans. Assess expansion plans and project manage 
a rajige of global Initiatives. 


THE QUALIFICATIONS 

■ Qualified accountant, aged mid 30s+ with 
excellent experience of developing and operating 
financial and management control systems in a 
multi national service business. 


Manage and develop regional and national 
functional reports to provide an effective 
forecasting, budgeting and management control 


Mature and confident leader with first class inter- 
personal skills, capable of operating with fast 
paced entrepreneurial businesses in a 
decentralised/matrix structure and willing to 
undertake extensive travel. Strongly rr lilerale. 


Responsible Tor developing systems and processes 
to monitor results and guide operating company 
management. 


Flexible and commercially orientated. Able to add 
real value to developing executive group plans and 
with the skills necessary lo enthuse operational 
management and lead change. 


Leeds 0113 230 7774 
London 0171 29* 3333 
Manchester 0161 499 1700 


1 Selector Euro pe 


Spencer Stuart 


Ftewe rqpty whh IUI denllc to: 

Selector Europe, Ref. JEUOI862-Z4n 17, 
16 CDoaaagtn Mace, 

London W2 2ED 


European Pricing Analysts 


Thames Valley 


£Competitive Package 


WITH worldwide revenues approaching 38 billion, Dell 
Computer Corporation is the world's leading direct marketer 
of high performance desktop, portable PCS and server 
systems, and rated 3rd largest computer systems 
manufacturer in the world. It has grown by 97016, which Is 
more than double the growth rate In the personal computer 
market over the past six years. In Europe, annual revenue's 
for FY *97 grew 36% to $2.01 billion, whilst Ft's share price 
has risen in excess of 390% since early 1996. The rapid pace 
of growth and development has resulted hi a highly 
meritocratic and competitive culture dominating throughout. 


in order to support the Increasingly high profile-finance 
function, there is now a need for exceptional Pricing Analysts 
to be based in the European head office, and work In close 
conjunction with Sales and Marketing teams throughout the 
European theatre. The role Involves the fallowing skills, all of 
which are critical elements to determining the timing and 
speed of reaction of any product launch: 

• An intricate-understanding of business concepts, where the 
relationship between finance and marketing is key. 


• The accurate understanding and gathering of pricing and 
product data: ■ 

. The use of complex modelling techniques. 


A strong focus on the transactional market 

Both strategic skills and the ability to become immersed in 

highly numerate detail- 


■ Being able to promote and sell to local Sales Directors 
and Managers In their own theatre of operations. 

• Regular liaison with external research organisations. 

Successful candidates will be of graduate calibre and come 
from a finance background, where they have been extensively 
involved with sales and marketing functions, and performed 3 
similar role in an equally competitive international organisation. 
Having qualified either as an accountant, or gained an MBA 
from a respected business school, you will be able to 
demonstrate a minimum of 3 years experience In a similarly 
fast moving market driven environment, where high levels of 
initiative. Intelligence and commercial awareness will have 
provided rapid career progression to date- The rewards include 
the potential for rapid career progression either within the 
finance or marketing functions. 

Interested candidates should write in the strictest 
confidence to our retained consultants, Christopher Mills or 
Simon Easter, at waiter H ami ii Executive Selection, 

The Atrium Court, Apex Pisa, Reading, Berkshire RG1 1AX. 
Tel: 0118 959 7788. Fax: 0118 959 7794, forwarding a 
brief resume quoting ref: CM 3760. AM direct applications 
will be forwarded to Walter Hamili. 


DOLL' 


Ml and Hie Del ton at rtpnere sraft owte of 
Pi« Canputtr Corpnraoi wwuMUanJUk 


To £60,000 

plus bonus 6t benefits 


UK Quoted Multinational 


M40 Corridor 


Group Financial Controller 


Excellent opportunity for a first-class finance professional within an internationally competitive and 
profitable £150 million turnover public group which' has grown organically and by acquisition. 
Commercially focused remit to work with the Group FD-and enhance the financial management and 
control infrastructure to support continued growth and development. 


THE ROLE 

■ Key member of Senior Croup finance leam with full 
responsibility for Group accounting, financial 
reporting, tax, treasury, internal audit and 
budgetary processes. 


Lead and develop a direct leam of functional 
specialists and provide guidance to the divisional 
finance teams. Liaise with external auditors 


THE QUALIFICATIONS 

■ Technically excellent graduate ACA, aged early 
30s + with first -class financial accounting and 
audit skills gained in a major accounting firm and, 
ideally, experience at the centre of an international 
corporate. Pic experience would be an advantage. 


Provide analysis and support to the Group FD and 
CEO on a range of corporate development 
activities, focusing on capital expenditure 
programmes, acquisition due diligence and 
integration issues. 


Excellent at leading and motivating a team, setting 
priorities and high performance siandards MIS 
literate. 


Flexible, pragmatic and resourceful with an eye for 
detail. Disciplined and organised m own work with 
a sense of humour and the ambition and potential 
to progress further. 


Leeds 01 13 230 7774 
London 0171 298 3333 
Manchester 0161 499 1700 


Selector Europe 


Spencer Stuart 


Please reply wttta full detail* uc 
Selector Europe, Ref. THV27B76-I/I 17, 
ItiCowuughl Place. 

London W2 2ED 


ESBM ESS 






Financial 

Analyst 


INTERNATIONAL GROUP 


Highly Attractive 
Package 


LONDON 


3Ws global business has been established 
.for over a decade and has become a 
powerful force in many businesses with 
-some media interests. The business has 
uptown at an impressive rate and today . 

: hb uprises many investments and brands 
that offer .services across most of the 
AoricLThe group is .highly committed to 
Nfariber expansion and a key opportunity 
arisen for a higiiy talented financial 
f?: jOTfcssitmalwho can demonstrate strong 
^'dMerdal acumen and. incisive 


Reporting to an International Executive Committee, this role sits 
in a function that concentrates on expanding and optimising the 
group's equity investments. 

Specifically you will; 

• Examine existing financial st m e tu res in order to optimise 
asset management and asset allocations. 

• Examine major business initiatives and ideas, conducting die 
necessary due diligence by examining financial reports, 
statistical information and by researching business sectors in 
order to determine the position of any target business. 

• React immediately to ad hoc Investment projects as instigated 
by the Executive Director of Coiporate Strategy and Business 
Planning and the Executive Committee. 

• Optimise the tax position relating to current and future 
equity investments by liaising with internal and external 
professionals in optimising the group's position. 

This is a highly exciting opportunity to work in a vibrant sector 
and the position is suited to an ambitious, hands-on accountant 
or business professional wbo can demonstrate first class 
technical and communication skills in investment analysis 
relating to company, securities and project analysis, roll will 
have worked within a blue chip environment where yoUihave 
gained exposure to investigating balance sheet information in a 
pro-active manner. You will be capable of working on your own 
initiative and relish an opportunity to provide information that 
will be used by senior management in determining the future 
direction of the business. 


Interested candidates should write promptly to Michael Herst or 
Charles Austin at Herst Austin 


Rowley, 30 Sl George Street, 
London WlR 9FA, enclosing a 
fill] Curricuhnn Vitae and 
quoting reference HAR014B. 
Fax: 0171 409 7872. 

E-mail: charles@benrt.co.uk 


HERST AUSTIN 
ROWLEY 

H 


BIRMINGHAM • CAPE TOWN • COLOGNE • LISBON - LONDON ■ MADRID 
PARIS • PHILADELPHIA • S AO PAULO • WARSAW 
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INTERNATIONAL AUDIT ROLES IN CALIFORNIA 


ACA 

USA 


Competitive salary 
+ benefits 


The sunshine stare is offering rhe hottest prospects 
for international audit professionals. Our client, a 
$4.2 billion Fortune 500 industrial company has 
operations in Europe. Australia and East Asia, bur 
it's their Woodland Hills headquarters, in one of the 
most attractive areas of California, that presents the 
brightest proposition for the three Chartered 
Accountants they are keen to recruit. 

You‘11 conduct acquisition and divestiture reviews, 
together with audits of operations spanning 
industry sectors Including commercial, marine, 
defence and information technology. Working 


closely with all levels of management, you will also 
evaluate and improve internal controls' and 
procedures all over the world. Although you'll 
spend around 30% of your time travelling 
throughout the USA and overseas, the posts will be 
predominantly focused on the company's West 
Coast activities and weekend working rarely goes 
with the territory. 

■four one to three years’ POE following your ACA 
will have been gained within a major UK audit 
practice, preferably one oF the Big Six. Although 
international experience is not mandatory, it's 


important that you have the "M* mind**. 

capadiy for lataral thought andtwr ^ 

interpersonal skills required to pr°P“ e , 

solutions and defend your recommendatrans n 
culturally diverse environments. 

You’ll find ' that Corporate Audit 
first-class training, ground for long-term 
enhancement and success here will present many 
on-going opportunities to move on to otner 
roles within the organisation. In addition 
attractive salary, you-wilt enjoy relocation assistance 
which will cover visas and work permits. 


Interested applicants should apply to Robert Macmillan, stating current remuneration and quoting reference number 
UKR 1 1 0388 at Nicholson Internationa] (Search & Selection Consultants), Bracton House. 34-36 High Hoi bom. 

London WC l V 6AS. Alternatively, fax your CV on 0171 404 8128, or e-mail: antonia®rt diolsminti.com 

Australia Austria Belgium Branf China Czech Republic France Germany Holland Hong Kong Hungary India Israel Baly Poland Portugal Romania 


NICHOLSON 
international 


INTERNAL AUDITOR 



BRUSSELS HEADQUARTERS 


EXCELLENT SALARY PACKAGE 


Our client is a leading American machinery manufacturer with a worldwide 
turnover of USD 16 billion and employs more than 55.000 people. 

Its European Headquarters are now looking to recruit 2 'Internal Auditors . 
to be based in Brussels. 

Reporting to the European Internal Audit Manager, your key responsibilities 
will include: 

• Planning and conducting operational audits to assess the adequacy of internal 
controls for the enterprise: 

• Developing audit programs and improved audit tcchniques- 


• Implementation of improved audit technology strategics. 

The ideal candidate will have a university degree in Applied Economics and 
an auditing certification or working on it such as CPA, ACA or CIA, with at least 3 
years experience in an audit role (intemal/extenud}. 

He/she has strong interpersonal skills, an analytical mind is able to work 
independently. He/she is willing to travel throughout Europe. Fluency in English is 
a must and the successful candidate will have the best mix of European languages 
such as French, German, Italian, Spanish and Dutch. Fluency in an Eastern 
European language such as Russian would be a plus. 


ROBERT WALTERS ASSOCIATES 


For this challenging position, our diem offers an interesting salary package 
including a number of extra-legal advantages as well as exciting opportunities 
within an international group. 

Interested candidates should call Jean-Marc Beaker at Robert Walters 
Associates on +322 511 66 88 or send a detailed Curriculum Vitae with 
a motivation letter to Robert Walters Associates, Avenue Louise 66 Box 5, 
1050 Brussels, Belgium. Fax: +322 511 99 69- 
Email: bxl#robertwaltersjcom 


http://www.robertwalters.com 
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LONDON 

MANCHESTH) 

BIRMINGHAM 

GLASGOW 

PARIS 


Want to Get Out 
of The Box? 

Outstanding Global Opportunities in 
Transaction Support Work 


FRANKFURT 

MADRID 

MILAN 

JOHANNESBURG 

NEW YORK 

BOSTON 

CHICAGO 

SAN FRANCISCO 

LOS ANGELES 

SINGAPORE 

BANGKOK 

HONG KONG 

JAKARTA 


At Price Waterhouse, our global Transaction Services Group advises corporate clients 
and financial investors on transactions such as leveraged acquisitions oral buyouts, 
corporate M&A and disposals. In an increasingly competitive environment, the quality 
of professional advice is critical and through our integrated global network of specialists 
we add real value to difficult and commercially important investment decisions. - 

Our client list is impressive and our trade record unrivalled. In Europe for instancy 
we advised on the £1.1 billion acquisition of the UK and French healthcare ^iterests 
of Compagnie Generate des Eaux, the largest European MBO this decade, and the 
FFB billion buyout of the French laundry business Efis from its family shareholders, 
one of the largest French deals ever. In the US, we advise the largest strategic and 
financial buyers on hundreds of transactions each year with a total deal value of over 
$60 bilEon, and in Asia much of our work involves advising leading multinationals on 
strategic acquisitions. 

Such is our success that we wish to add to our resources in an unprecedented range 
of international locations as set out to the left This is an outstanding opportunity not 
only to develop specialist transaction-related experience in a world-leading firm, but 
also offers a vital international perspective to your career. You wfll be a Chartered 
Accountant (or equivalent) with 2-8 yean' post qualification experience and ideally 
some prior experience of adirising on transactions, working In ateam, you will extend 
due diBgence skills to identification of value issues and negotiating points. You will 
thrive under the pressure associated with the challenges of this work and be an 
enthusiastic, creative and commercial thinker. 

Ifyou are interested, please send your CV specifying which office you 
would be interested in joining to: Charles Macteod. Price Waterhouse, 

32 London Bridge Street London SE1 9SY, fax number 0171 9393131. 

E-mail: Chartes_Macieod@eu rope . notes, pw.com 


MALAYSIA 

TOKYO 


Price Waterhouse 



Price Waterhouse is authorised by the institute of Chartered Accountants in England and Wales to carry on investment business. 

. - j _- n nrl, ". rL : -Y7 


Major International Automotive Supplier 

Divisional Financial Controller Germany £so,ooo + substantial benefits 

Our diem b a multi-national manufacturing German based company operating giobaSy with approximately 30,000 employees 
world-wide. 

One of the Groups strengths ties in the sheer variety of products and services due it offers to major customers in die automotive, 
dothlng and capital goods industries, ks products indude components, primarily for the automotive Industry and materials for 
automotive, textfles and household goods. 

A h|gh profile pos i t i on exists In a major business area in die automotive components sector with Europe wide sales of above dem 
300 mfflcvi The role reports to die Managing Director for the Europe wide business with locations t h ro ugho ut Europe. 

Due to Internal promotion, die Division is now seeking a high calibre finance professional to be based in Germany: who wishes to 
advance their career fat international business. You will have a good academic background, a strong business understanding, a 
recognised accounting qualification and be able to communicate in German on a daily basis. 

Should you wish to be considered for this excellent opportunity; please forward your CV to Lilian Kavanagfl FCMAae 
NIgcJ Wright Consufcmcy 

North Sow Court North Street East, Newcastle upon tyne NEI BHD En^hnd. 

Tel: 0191 222 0770. Fa>c 01 91 222 1 786. Emaft iwcon@nweon.demon.cauk 

Specialists in Financial Recr ui t m ent 





Finance Managers 


Global Financial Services Group 

Excellent Salaries - ^ Banking Benefits ^ ■” p ' Sw ~ " City 

Exceptional opportunity for two ambitious, commercially astute finance professionals to fulfil 
vital and wide-ranging roles at a time of exciting change and development. This major 
international banking group offers a wide range-of investment and commercial banking, and 
retail financial services in the UK and overseas. The organisation is committed to re- 
engineering Its systems and enhancing accounting procedures across all businesses to improve 
overaH operational effectiveness. Clear long-term Career opportunities within the Group. 

Balance Sheet & Regulatory Financial Reporting 
Reporting 


THE POSITION 

♦ New role to lead snail team. RapondUe for co-ordbadng 
the Group's regulatory reporting, relating to capital 
adequacy requirements. 

♦ Liaise dosely across ail parts of the business to advise on 
changes to reporting requirements. 

♦ Responsible for monitoring balance sheets and other 
demanding reporting re qui rements to tight deadlines. 

QUALIFICATIONS 

♦ Graduate qualified accountant (preferably ACA). Minimum 
five years' PQE financial services banking experience. 
UndersouK&tg of capital adequacy reporting. 

♦ First- das s communicator and inspirational manager. 
ExceHent analytical and influencing skills. Attention to detail 
AbBty to interact eUdentfy and work to tight deadlines. 

♦ Energetic, b ri ght; ambitious. Able to excel in environment of 
constant change. Hungry for rwpantibiBty. 


THE POSITION 

♦ Key role heading a small team responsible for collating and 
reviewing input from other businesses and reporting teams. 

♦ Ensuring IT systems are developed and maintained to 
support die Grotp consolidation process. 

♦ Responsible for tkneiy and efficient production of Group 
financial statements. Work dosely with external auditors. 

QUALIFICATIONS 

♦ Graduate qualified accountant (preferably ACA). Minimum 
five years' PQE gained within financial institution or leading 
accountancy practice. Understanding of principles of banking 

- desirable. Experience of large consofkfadons crucial. 

♦ Strong Influencing and communication skills. Excellent 
analytical ability and attention to deoil. Interact efficiently 
working to right deadlines. 

♦ Proven self-sorter. Ambitious to develop long-term career 
within Group. Proven inspirational manager. Credibility to 
operate effectively at senior levels. 






™ ■ III 


Please send foil or, stating salary end relevant reference, to NBS, 21-26 Garfek HBH, London EC4V 2AU 


Aberdeen- B r nw ^wn - Brian! » Cardff • Qy « EdKmgh 
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London • Manchester • Radkn ■ Soqgi • Madrid • Parts 


ISO 90CQ Registered 



Group Consolidation Accountant 

with fluent French 


M3 Corridor Salary circa £30,000 plus benefits 


Alfa Wiggins Appleton pic is one of the 
world's largest paper manufacturing and 
marc banting companies. The Company's 
products are market leaders in most 
European countries, with new markets 
being developed in Eastern Europe and 
tee Far East Tunwer is ij stcass of £3 
bSEon and, with a substantial presences 
the USA and throughout Europe, the 
Group is able to provide excellent 
experience of financial control in a targe 
mute-national environment 

The Group Consolidation Accountant is 
part of a small team reporting to the Group 
Accounting Manager. You vwH contribute 
to the preparation of aB consolidated 
information relating to Group foenciai 


performance, including monthly 
management accounts, quarterly 
forecasts, annual budgets. Interim 
published results and annuel statutory 
accounts. Modem computerised systems 
are already in place, but there are plans to 
introduce farther enhancements 
particularly in the area of presentation. 


To discuss this exciting op porn 
farther, please call our consultant Vic 
PhBIpot at PPS, 10 Greycoat Place, Lot 
SW1P 1SB between 10.00am and M 
Monday to firiday quoting refen 

number 083. Alternatively, write with : 

01, including current salary and day 
telephone number. 


You should be fluent in French and have 01 71 222 4218 
good interpersonal skills, together write fax: 0171 222 4195 
tee ability to work accurately to tight 
reporting deadlines. With a recognised 
accoutring qualification, you wiB have e 
comprehensive under standing of UK 
GAAP, and preferably have gained 
experience of significant mute-national, 
cofrsofidations. 


Aijo Wiggins Appleton 
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c £50,000 + Car + Bonus 

as well as developing a lang-lasttng, productive team 
environment. Formal handover from the c ur rent . 
Rnxnce Director will follow before the individual, 
ooce proven, realises foil financial, ppcr a riooal and 
commercial control in conjunction with the Managing 
Director. 

The ideal candidate will be a qualified ac c o m M an t 
in their miLto-late 30’s with International 
experience ideally gained within an IT/Scftware/ 
Hi-tech environment. However the dynamics of 
your enuenr business are'less important than 
poeaeeaion, of the appropriate commercial, man a geri al 
and interpersonal skills. Applications are welcome 
from in div i dua l* with writable levels of experience 
and ambition. 

Please apply in writing to David Angel at Michael 
Page Romce, Page House, 39-41 Parker Street, 

■ London WC2B51N, erfin year derails to 
him on 0171 242 1020, quoting reference 
J381299 on all correspondence. 


Michael Page Finance 

i a lTf rn liinww M l Hwf ninu mr • 

London Bristol Bfa mio g ham E tBnhmgh Glasgow L eathrrfwwrf Leeds 

1 /^iU.l tf.l 1 mm. M nHlngfcm ft, *BmM ft WwMriil, 


Cafe f-to 

Finance Director 


London 


Gronpe Flo UK is the autonomous UK dhtistan of a 
successful international restaurant group. Operating 
high quality bistro style restaurants within the 
South East, they have developed a unique mix of 
Eu ropean flavours and culture^ 

The UK business is poised on the brink of an 
ambitious expansion programme that wifi see them 
qua dr u ple in size over the next four years. 

An opportunity has arisen to appoint a 
commercially astute and robust finance professional 
tO JOtn *ba m mag w nw i t rwwi based in the UK 
headquarters in London. Reporting to the Managing 
D i rector with involvement in strategic issues, your 
responsibilities will bei 

■ Financial control for the UK operation. 

■ Reporting to and liaison with tie French 
parent company. 


to £50,000 + Car + Bens 

v Budgeting, financial analysis and planning. 

* Taxation- 

* Treasury/cash management including bank 
liaison. 

* Property negotiations and investment appraisal. 

You will be a qualified accountant, ideally aged late 
30’s to 40’s. Commercial experience is essential, 
preferably gained in a retail or service based 
organisation. You win bring a hands-on no nonsense 
style, be able to motivate staff and collea gue* and— 
have a genuine desire to contribute to the 
development of the business. - 

Interested applicants should contact Simon North 
enclosing a full curriculum vitae, including current 
remuneration details, at Michael Page Finance, Page 
House, 39-41 Parker Street, London 
WC2B 5LN. Please quote ref 382165. 


Michael Page Finance 

Sp ecaK so in Frpmdal Rrcrailmait 

London Bristol B irmin g ha m Edinburgh Glasgow Leatherhead Leeds 
Mai d en h ea d Manchester Milton Keynes Nottingham Reading St Albans & Worldwide 
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European FC - Search 


London 


AT Kearney is a world leading multi'disciplixied . 
immsflMWMt cmmltnheY nwtb a eg fn nwr * 

30 comxtries. Conristeody atxoog growth has ben 
achieved by developing long term rcfattoagfrfpe within an 
imp res siv e client portfolio whilst also aggressively 

inmjfM| - 

Ttu» Rwnnw S mirl i ^ prlriiwi kfl, iwib a si g nifican t 
hupact in both the US and Europe and, by 
complementing ocher consultancy services,' plays an 
imponant rale in rlbwi to iwf sustain 

competi ti ve advantage. The Ex e c u tive Scar-charm has 
grown ripiifiranriy over recent years and is primed for 
an impr e ssi ve future. 

Reporting directly to, and work in g closely with, the 
European Managing D ir ecto r , Search Division, die rale 
b fundamental to the gmdanoe and support of the 
tfiririoo. 

Key areas of responsibility will includes 
• Regular financial analysis of operational 
activity. 


to £45,000 + Bens 

• Liaison with ggniw management budgets, 

forec asts and business plans. 

■ Review and development of systems and controls. 

• General M iin ifti v wi ri w «"■■[ ««l wmc n l t inf contact. 

• Ad-hoc projects. 

Relevant cantfidates will have an accounting background 
with at least 15 yean financial experience In a 
commercial organisation and a track record wiiliiu 
fi i Miv w l mm) nrmj n it i ng ^ A willingness tO 

fawn, Arfafransrgy and an sppreefadon of album] 

l asM t id ll are ■ -- ■ x - l nl qualities. 

Having the pe rs onal credibility to develop successful 
wrfn«vwi«Mp» v™ functions 1» pmmntmt ■« h die . 
abOity tn apply attention to detail and develop an 
understanding of wider business issues. Familiarity with 
a business services environment wonkl be advantageous. 

Interested cantfidates should apply in writing to Martin 
Dowsoq at Michael Pigr Finance, Page Horne, 

39-41 Parker Street, London WC2B 5LN, 
—vlmang a detailed curriculum vitae with salary 
package, quoting reference 378270. 


Michael Page Finance 

i«l»« iiihi. w. a- — 
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MORGAN STANLEY DEAN WITTER 

European Tax Compliance Advisor 


Canary Wharf 


Moc&m Stanley Dean Water is a leading global 
investment bank and sec uri ties firm, with an enviable 
reputation foe innovation. Within the Finance drvisiaa, 
the " mrtilw department la totally respo n sible for 
European tax^ffective structuring and compliance and 
the provision of high quality advice to the bank’s 
business units. Due to a condniting increase k the 
volume of business activity in Continental Europe, a 
need baa been faimrifUil to have someone responsible for 
managing the bank’s tax expos ur e in Germany. 

This person will be expe c ted to manage external advisors, 
oversee the compliance processes and liaise extensively 
with the tax authorities to ensure the bank is ope rat ing 
in accordance with loco] tax regfenes- 
They will also be the main point of contact to provide 
advice on new business activities and trading activities 
for that geographical area. 

Pmifths ., far will have finan c ia l 

services experience sod a proven track record 


£ Outstanding Package 

of vlww tf nimt m a blue-chip e n v iro nment- 

Fluency in German is a must, with tbe ability to speak 
odrer European languages a useful bonus. In ad d ition , 
knowledge of German tax regimes would be advantageous. 

To succeed in this rale, you trill also need to be an 
outgoing and p ers o nab le individual with highly effective 
or g ani s at ional ddlk This is an excellent opportunity to 
work for a market leader in the field of investment 
banking and the attractive salary and package will reflect 
the experience of the successful applicant. 

Morgan Stanley Dean Witter offers outstanding career 
opportunities and progress win be limited imly by the 
applicant's own aspirations and abilities. 

Interested candidates Amid contact Mark Pryor in the 
strictest confidence an 0171 269 2248 or write to him 
enclosing a full CV at Michael Page Taxation, 

Page House, 39-41 Parker Street, London 
WC2B 5LN. Alternatively fox on 0171 83 1 6662. 


Michael Page Taxation 
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European Finance 
Manager 


Middlesex 

Our client, a $1-4 billion global 
telecommunications company is a leading 
designer, developer, manufacturer and marketer 
of digital switching, transport, access and private 
network system products far the worldwide 
td BCOMwnictiiflBt wuirk***pb«r-*- To assist in the 
ongoing development of the European business, 
our client now wishes to recruit a European 
Finance Manager to work directly with the 
Senior D ir e c t or of Fin anci al Support: 

This new position is a. key component of a 1 small, 
highly focused team responsible for controlling 

the Europe, Africa and Middle East sales regions. 
It is a dyasmic No 2 position which will involve 
extensive interaction across the business. The 
focus of reapcnaiMities trill he to provide 
analytical and financial support to the . - teg 


£35-40,000 + Car + Bens 


sales division, acting as 
with the business. 


The successful candidate will be a qualified 
accountant with a minimum of two years PQE 
within a commercial organisation, ideally with 

experience in a hi-tech, dynamic, sales/marketing 
environment. Also important will be 
covxmrmicaucm skills commensozate with the 
level of responsibilities that this role demands. 

Interested applicants should forward a 
comprehensive CV, quoting reference 382356. 
and hyduAng a day time telephone namber and 
details of present remuneration to Sarah 
Tyidestey at Michael Page Finance, Savannah 
House, 1 1 Charles II Street, London 
H SW1Y4QZ. 


Michael Page Finance 
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Financial Reporting Manager 


Peterborough 


Our cQeot is a divirion of a major international group 
and has a turnover of over £1 billion. The business 
operates in a dynamic, fast moving marketplace at die 
luailmg edge of fnm i mi i«niri iM arw? information 
provision. 

A substantial part of the company’s financial 
operations axe based in Peterborough including the 
financial reporting department. The department reports 
on 20 *™)ing e mnpaniM am A continues to take on ever 
increasing wynMiMlity- 

FoOowfog an internal promotion, the organisation now 
wishes to recruit an ambitions Chartered Acco untan t 
to the *»««- 

The role will offer genuine responsibility in the 
following key areas: 

• Management of the repo rtin g and analysis for 
20 trading companies. 

■ Responsibility for the co-ordination of the audit 
process. 

• O v e rv iew of monthly balance sheet and 
quarterly repo r t in g for the division. 


Package to £38,000 

* Overview of tax analysis for submission to the group 
tax department. 

• Ongoing supervision and development of 13 staff, 
including two qualified accountants. 

Tbe successful candidate will be a technically strong 
ACA with a broad base of post qualification experience 
gained in either industry or the profession. 

Candidates should be able to display w ell developed 
management skills, an ability to perform to strict 
deadlines and to be able to react quickly to the demands 
of this high profile role. 

Strong communication skills are a prerequisite, as is a 
high level of seif motivation and drive. 

As part of a multinational business, career prospects 
are outstanding both in the UK and overseas. 

Interested candidates should contact Ian Leech ACMA 
at Michael Page Finance, 4-8 Regent Street, 
Nottingham NG1 5BQ, quoting reference 
number 383076. 


Michael Page Finance 

SpwnliM m Bttmdsl Reuukiaent 
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Financial Director 


South East 


Our client is the UK’s leading independent printer and 
with a turnover of £365 million and profits approach in g 
£50 million, is a major player in a number of related 
markets. 

-The direct response division, which represents a 
substantial part of group turnover, has identified a 
re quir ement far a Finance Director to join the 
organisation and play a full part in achieving its strategic 
objectives, which include doubling turnover in the short 
to term. 

The Finance Director's po si tion within direct response 
encompasses both die operational and strategic 
m a nagem ent of the org anisation as well as m a i nt ai ning 
effective financial control. 

The «mili««i» is on action orientated and commercial 
topm within a hands-on, rapid response and 
ng. Km- , pm - 1 irip culture. 

Priorities wiQ also inclndet 

• Providing input into all activities of the business, 
pflrtiful.i ly assisting dw sales ream in " mimMy 
profitability. 

• Key input into the strategic and operational 

p la nn ing process. 


c £50,000 + Car + Bonus 

• Ensuring information produced by die finance 
department facilitates effective management decision 
making. 

Litis is a key appointment within direct responses senior 
mana ge ment team. The Finance Director must develop 
liaison with all elements of tbe business and will have 
direct influence over the organisation’s profitability. 

Suitable candidates will be qualified accountants aged 
between 30-40, who are well versed in corporate 
reporting and analysis, who have commercial experience 
of costing and pricing and have proven strategic and 
operational experience, preferably within fast moving 
service led environments. 

Additionally candidates need to possess high levels of 
motivation, be proactive in approach and possess tbe 
ability to influence tbe decision making process. 

Interested candidates should forward a comprehensive 
CV, quoting reference number 381 957 together with 
current remuneration details to Alistair 
Robinson at Michael Page Finance, 45-47 High 
Street, Leatherhcad, Surrey KT22 8AG. 


Michael Page Finance 

Sol m., ». w,g4 iam Edinburgh G to gow Lcaiberhead Leeds 
Maidenhead Manchester Mifapp Keynes Ntttrinehnm Readtog St Alban, & WorMwlde 


UK Financial Controller 


West Yorkshire 


c £35-40,000 + FX Car + Benefits 


Out client is a dynamic and truly global business 
operating in more than 20 locations world-wide. 
Their principal activity is the marketing and 
technical development of the finest quality textile 
products. 

Doe to continued success, an outstanding position 
has arisen for a highly commercial UK Financial 

Controller. 

This is a key appointment within the business, 
reporting to the Group Finance Manager in 
Melbourne, Australia. You wiD have financial 
responsibilities for the UK operations Involving a 
total of 120 staff. Initial key objectives and 
responsibilictes will include: 

■ Responsibility for effective financial control over 
the business. 

• Management, development, training and 
motivation of the UK Finance team. 


• Management of all the financial reporting as well 
as statutory accounts and Fixed assets. 
Candidates will be ambitious, qualified 
accountants, aged 35-45, with strong reporting 
skills and a real desire to succeed. You will be 
self-motivated with excellent management skills 
and the ability to motivate, guide and support staff. 
Yon will be flexible with strong analytical, 
organisational, communication, oral and written 
skills, with the ability to recommend and 
implement change. Experience in SAP R3 is 
highly desirable. 

If you feel you have tbe necessary qualifications 
for this highly challenging opportunity, please send 
a comprehensive CV, including current salary 
details to Marcus Beale, Michael Page Finance, 
Leigh House, 28-32 St Pauls Street, Leeds LSI 2PX. 
Alternatively, you can fax him on 
0113 243 3177. Please quote ref 382341. 


Michael Page Finance 

Spcdtin in Faxititl Recr ui t m ent 

London Briml Kg- n n in y hi m Fdmhnrfh Chapm leallm had Leah 
Mai d enh ead M an ehowMBren Ktyna Nottingham Read i ng St Alban & Worldwide 
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FINANCIAL TIMES 
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t COMPASS 

“ GROUP 


Group Financial 
Analyst 


Chertsey, Surrey/Middlesex border £40-45,000 + Car + Bonus + Bens 


Compass Group PT-C is a major player in the food- 
service industry- After four years of significant 
Intetnatfotul expansion, turnover has reached 
£4 billion and the company stands just outside the 
FTSE 100; it n undoubtedly a success story in 
strategic development. The group has also achieved 
strong organic growth and has developed the use of food 
branding and a market segmentation approach. The 
Group now employs over 130.000 staff in 45 countries 
and holds strong market positions in die UK. USA and 
Continental Europe and has developing businesses in 
Eastern Europe. South America and Asia. 

As a result of internal promotion, a position has arisen 
for a highly able accountant to join a small, highly 
effective bead office team, with significant exposure to 
senior executives. The role will involve: 

■ Review and analysis of divisional performance 
including month by group manageme nt 
accounts, quarterly forecasts, annual budgets 
and strategic plans. 


• The continuous development of best practice across 
the group in areas such as performance evaluation, 
capital expenditure, return cm investment and funding. 

* Support to divisions in the development of the business. 

Can did ate* will be gradnate ^1^-^ accountants or 
equivalent, 4-5 years past qualified, highly technically 
able, with strong interpersonal ulriiU and a background in 
large, probably international, concents. Only high 
achievers need apply. Candidates trill demonstrate a 
progressive career path to datefnoc necessarily based in 
the UK at present) and wifi wish to take up fixture c a r ee r 
development opportunities that will arise In the group, 
either in the UK or abroad. Language skills, although not 
essential, would be advantageous. The offices are 
comxnutable with ease by nil or road. 

If you have the qualities to undertake thi s role, please 
send your curriculum vitae quoting the reference 
] 3822 15, to Jonathan Ross at Michael Page 
Finance, Cygnet House, 45-47 High Street, 
Leatherhead, Surrey KT22 8AG. 


Michael Page Finance 

Speridbfe in Fiinoda] Reonilnaot 
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Financial Controller 


Berkshire 

C u pyg rap hk h a subsidiary of one of the world’s leading 
International Contract Stationers. It is an established 
supplier of 8 comprehensive range of print, furniture, 
and office prod uc ts. With a current UK turnover of over 
£20 million, the business is now poised for a period of 
su bstantia l growth both organically and by acquisition. 

In line with the aggressive growth plans, an opportunity 
kaa ******* (nr ■ Wngwrel G/wrtrrJW at Hg*d Office 

located in Reading. Reporting directly to the Managi ng 
Director and s u ppor te d by a small team, this high profile 
position wifi oversee all management and financial 
accounting fu ncti o n s of the company. 

Key responsibilities will include: 

9 Management {d£dc^D3Qoq And 

• Assisting the Managing Director on strategy and 
potential acquisitions. 

• Enha n c em ent of compu te rised finan ci a l system*. 

• Maintenance of strict financial discipline* 
and controls within the company. 


£40,000 + Car + Bonus 

The successful candidate wfll be a gradu«e **j'j* e 

Literacy will be required. 

eatial that ca 

communicate with and influence others at : aH Motto* 

SJo^rtk*. Proven staff hfSZZLy 

approach to "D *?«****' 
to add value to this dynamic and ambmous business. 

Iatesested candidates should forward a 

daytime telephone number, quoting «&«»* j81 ” J 

33 Bbgrave 
RG1 1PW. 
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Michael Page Finance 

Sfwfahc tt tn Financial Rccrmtinrnt 
London Bristol re . .. Edinburgh Glasgow Lea&mhead Leeds 

Maidenhead Manchester MOfion Keynes Nbttingba 


One of the world’s largest industrial groups , leader in its 
sector (vuith a turnover of nine billion ECU, 
95,000 people) is looking for an 

International Auditor 


Paris 


Based at the Group’s headquarters in Paris and 
reporting directly to the Audit Management, 
you will be responsible for: 

■ Specific internal audit work which includes 
initial planning, field work and writing final 
reports. 

• Reviewing the control structures and also 
ensuring the efficiency of the management 
systems. 

• Performing special assignments (mergers and 
acquisitions). 

Aged 25-27 years old, you will be fluent in 
English and French. A third European 
language would be a plus. You have at 


least three years experience to an international 
audit firm with a professional accountancy 
qualification (ACA/ACMA). 

You must be able to demonstrate good 
organisational skills and communicate at all 
levels- In addition, you will be expected to 
travel extensively abroad. 

If you are interested in this position, please send 
your CV to Jean-Marie Lagaillardie or Manuel 
Barthe at Michael Page, 3 Boulevard Bineau, 
92594 Levallois-Perret Cedes, Paris, Fiance. 
bttpV/www.mpfrance^om, quoting 
reference MBA 18806. 


Michael Page International 


Divisional Accountant 


Herts 


£ Market Rate + FX Car + Bens 


Our client is a subsidiary company of one of 
the UICs leading food groups. Turnover is in 
excess of £60 million and is split between 
three divisions, one of which is the market 
leader in its held. The company has set out a 
strategy in the next three years involving 
indigenous and acquisition growth. 

Reporting to the Financial Director, this key 
appointment based at the company's head 
office will have responsibility fors 

■ Completion of divisional and bead office 
accounts within tight deadlines. 

* Quarterly and armnal forecasting working 
closely with sales and marketing teams. 

• Motivation and development of a 
team of six. 


• Development of existing systems to improve 
quality of information, particularly in the 
area of costing and customer profitability. 

The successful candidate must be a qual ifi ed 
Accountant preferably with some experience 
of processing or manufacturing systems. An 
accomplished man-manager, you will be of 
strong character, be able to communicate at all 
levels across the group and work 
a utono mously. Opportunities may develop 
across the group for the appr opriate person. 

Interested candidates should send their C V 
quoting current remuneration to Paul S mith at 
Michael Page Finance, Centurion House, 
136-142 London Road, St Albans, 
Hertfordshire AL1 ISA, quoting 
reference 382150. 
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Michael Page Finance 

Specialists in financial Recmhmaxt 
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Coopers 

&Lybrand 
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Coopeis & Lybrond ore one of the world's 
leodng providers of accountancy, auditing, 
fax and consultancy services with more 
than 70,000 stall In over 140 countries. 
Coopers & Lybrond Ukraine was established 
in 1 993 and has grown rapidly. 

We provide tax services to a wide range of 
International and local clients fin Industries 
os varied os telecom mu ntcaflons, property 
development manufacturing, 
pharmaceuticals and IT. Our tax practice 
requires a tax manager or senior manager 
wttti the following qualities: 

• d least 5 years experience In 
International tax 


• proven track record in staff development 

• excellent communication skDIs Including 
fluent oral and written English 

In return lor a challenging and Interesting 
role advising flie Ukraine operations of 
major International clients and developing 
our talented Junior staff, we otter a generous 
remuneration package and a stimulating 
environment In which to work. 

If you ted you have as much to otter as mis 
position has, please semi your full cv to 
Hona Jackson, Coopeis & Lybrond, 

1 Embankment Place, London WC2N 6NN, 
or e-mail Ftorn_Jockson@gb.coopas.com 


O business assurance O business recovery and insolvency 
O corporate ^ Mnfp O maiiagwnwit consulting 
o tax nad h um an resource advice 


Solutions 
for Business 

QKpMai^taaribiMBitoiiraitraBaLriMadh B B ii it^aBrwadlfal^ 


Society industrieUe de haute technologies 
specialises dans la robotique 
pour la fabrication de circuits intdgres 
PnSsente sur plusieurs continents 
Possddont des filiates aux USA, au JAPON 
ct cn BTELORUSSIE 
Le a der mondial sur certains ertineaux, 
taux de croissance 

moyen superieur h 35 % par an 


> recherche un , 

/ Directeur Financier 


Toulouse. 


<H/F) 


300 KF+ 


De formation supdrieure universitaire ou dipldmd d’une 
grande £cole (commerce. comptabilit£, gestion), confond 
d’une formation compl£mentaire en finance, vous possddez 
one experience d’au moins 10 ans dans un posce similaire. 
L’expdrience d’une soci6t£ Introduite sur un marchS 
financier type Nouveau Marchd ou NASDAQ est 
imperative. 

L’exp6rience ou la connais&ance de la comptabilitl anglo- 
saxonne esc souhaitable notamment pour la consolidation 
des comptes. 

Ecrire sous rif. 300940 aux Echos, 46, rue La Bo6tie* 
75381 Paris Cedex 08, France 


Appointments 

Advertising 


appears in the 
UK edition 
every 

Wednesday 
& Thursday 
and in the 
International 
edition every 
Friday. 

For information 
on advertising 
in this section 
please call 

Karl Loynton 
01718733694 


Financial Times 


Due Diligence Senior Executives 

Ernst & Young Corporate Finance 


London 

. With over 200 staff in the London Corporate Finance 
Department Emst & Young can offer a varied and exciting 
environment tor highly motivated individuals. The work is 
transaction based and offers a diversity of assignment 
difficult to match within a commercial company. 

Emst & Young pride themselves on delivering high 
quality advice to a range of clients, this ranges from small 
private deals to major acquisitions and dispos al s on both 
the domestic and international stage. The Corporate 
Finance teem excels in providing board level advice on a 
variety of projects including flotations and MBO's for both 
UK and International diems. 

Requirements: 

m An ACA with 2 to 5 years' post quaRfication 
experience. 

u Excellent academic background is essential, 
u Outstanding presentation and communication skills, 
u Commercial acumen combined with leadership skills, 
m The ability to react quickly and decisively to an ever 
changing environment 

m Team building and motivational skills with.a flair for 
marketing both inside and out of the firm. 


Excellent Salary Package 

This fs an opportunity for a fast track accountant to 
move ahead with one of the market leaders. You will 
be provided with a level of variety and unpredictability 
that you may have thought impossible in your 
professional life. If you would like to join this dynamic 
team please call the retained consultant Tony Wright 
on 0171 344 5125. (evenings and weekends 0378 
848390), fax on 0171 344 0361 , or write with current 
CV to him at Harrison Willis, Cardinal House, 

Albemarle Street London W1X 4ND. 

E-mail: tony.wrighttiphwgroup.com 
Internet httpfMwwhwgroup.com 


s!I Ernst &Young 


T! Group 
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BUSINESS ANALYST 

Outstanding opportunities for future International Controllers 


Thames Valley 


At the curwqfedge of innovative engineering, all of TTs businesses are 
market leaden in their field. TI Croup technology leads the world, from 
refrigeration products to aeroplane landing gear, car components to 
polymers. Technological achievements are matched by outstanding business 
performance: consistent growth, pre-tax profits up by 28% last year, buoyant 
rales and an innovative and effective management philosophy. 

Expanding organically and through acquisitions, TI offers exceptional 
career opportunities. Aiming to appoint 80% of the company's 
management from within, candidates are assessed not just on their ability to 
do the job but on their leadership potential. The role of Business Analyst is 
a key entry-point for finance professional*: individuals are expected to stay 
in the position for no mare than IS - 18 months before moving on to a 
finance or operational leadership rate within TTs international operations. 
The opportunity is challenging and diverse. The Business Analyst will gain 
a detailed understanding of the Group's financial performance, analysing 
monthly data and quarterly and annual forecasts and preparing dear, 
comprehensive presentations for senior management. Developing an 
overview of TTs operations, the Analyst will undertake a range of ad hoc 
projects, providing exceptional exposure. The role also encompasses 


Excellent Package 8c Relocation 

analysis of significant investment, capital or contract proposals requiring 
approval at senior levels within the Group. 

The ability to prepare, interpret and present financial information dearly 
and effectively will be critical to success. Excellent interpersonal 
computer literacy, flexibility and the ability to manage competing priorities 
are also essential. Candidates should combine S5 years’ experience in the 
finance function, of an international company or a professorial firm with a 
recognised. UK finance qualification or European equivalent. 

TI Group’s philosophy ensures that employees are well rewarded. The 
excellent alary and benefits package includes relocation assistance whilst 
success in this position offers significant opportunities for rapid 
international career development. 

If you hw the ability, drive and enthusiasm to fulfil this challenging rote, 
please send or fax your-CV, including salary details to the address below 
quoting re£ 232. For more information, call us on (+44) 171 242 9 I 9 J 
(weekdays) or (+44) 1763 8S3025 (evenings and weekends). 

Please note any applications sent direct to n will be forwarded to 
Aklerwlck Consulting Lid. 


Al DFRWK k 

CONSULTING 


SEARCH* SELECTION 

95 FETTER LANE. LONDON EC4A IEP. TELEPHONE.’ (+44) 171-342 9191 FAX: (444) 171-242 *560. 
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Corporate Finance/ 
Treasury Manager - Europe 


Prague . 

As part pf the $79 billion GE gfobal encerprise, 
GE Capita] is recognised as one of the hugest 
financial services companies to the world. GE 
Capita] consists of 27 specialised businesses with 
1996 earnings reaching a record $2.6 billion. It 
is enjoying continued success end gr owth on a 
global scale including Central and Eastern 
Europe. This region has seen a series of. 
acquisitions, including a top consumer finance 
company in the Czech Republic. 

This company is currently ih a crucial post . 
acquisition stage. Consequently the CRD role is a 
wide ranging board level role in steering the 
fi nancial rep o rt in g, assisting die local 
management team and working with GE Capital 
headquarters. The entity's organic growth is 
forecast at 50% yearly. It is essential for die 
CFO to ensure the finance function Is operating 
c o rr ect l y , accurate US GAAP and local reporting 
is generated, the local financial systems 

fa fiynpVtpJ, {tmin are re sol ved 
and strategic o ppor t uni ties are acted upon. 


Expatriate Package 

This is a key role for the growth of the company* 
so die ideal CFO trill have broad expertise, 
includfaig demonstrable leadership skills, a 
flexible approach and strong commercial acumen. 
With a background in finance, ideally planning 
and analysis or audit; you will oversee die . 
significant gro w th in an evolving market, as well 
as structuring, managing and leading the multi- 
cultural finance 

This position provides a rare opportunity to join 
die worldwide GE organisation in a market 
. company at an ”p{*^ point in its 

growth. 

Interested candidates should **n<i their derails in 
confidence and quoting ref er e n ce 382302, to 
Michelle Sochor at Michael Page Eastern Europe, 
Savannah House, 11 Charles II Street, London 
SW1Y4QZ, UK. Fax +44 (0)171 976 2612 or 
telephone on +44 (0)171 269 2595 for an 
informal discussion. 


TO £60,000 

+ CAR ALLOWANCE 
+ BONUS 

♦ SHARE OPTIONS 

WOKING. SURREY 


*%fichaelPage Eastern Europe 


Tricon 


Tricon Is the worlds largest restaurant company, an 
£11 bfl6on business combining the resoiaces and 
expertise of three major global players KFC Pina 
ffcit and Taco belL Formed from the recent spinoff 
of these three closely- linked businesses from 
PepsiCo. Tricon employs 336£QO people worldwide 
The busness is now uniquely focused on developing 
a world-class workforce and driving sustainable 
growth with a major emphasis on Euope and Asia. 
Whilst effective financial structures already exist 
this is an opportunity to take control of what is 
essentially a 'greenfiekf role in the new business. 
The position calls for an exceptional rxfivkdual to 
hanefie all ftrendng activity In the European regtott, 
inducing capital structure control acquisitions and 
rilq io s a b . and local cash management Specifically, 
this vmtl Indude: 

• Global analysis of business unit capital struewes 

• Advising local and regional management, 
including area CEOs/FDs, on structuring 
acquisitions, tisposals and other transactions, 

■ including negotiating with banks 

• Developing and Implement in g strategies for 
effectively utilising excess cash, and working to 
improve local cash management 

• Acting as Tricon!; regional financial markets 
expert, potentially analysing and recommending 
hedging strategies 


'Hus opportunity would ideally sut a highly 
commercial individual with at lean six years' 
Treasury management or related experience in a 
major muM-national An ACA or MBA in Finance or 
equivalent Is preferred, as is some knowledge of US 
corporate taxation. The successful candidate will 
need to combine strong analytical and financial 
abfflty with highly developed interpersonal and 

commuricstionddUs. 

The rewords on offer Include an excellent basic 
salary generous bonis potential and a benefits 
pedage including company car allowance and share 
option scheme. Tricon also offers exceptional 
opportunity for career progression, on a global bass 
and in ■ highly meritoc ratic environment 
Interested applicants should write, enclosing a brief 
rfcifn& quoting reference BH3809, to our rented 
consultants. Brian Hamid or Robert Walker at 
Walker Harrtll Executive Selection. 103 - XSjemiyn 
Street, London SWIY 6EE. Tet 0171 839 4444. 
Fas 0171 839 5857. Any applications made efireedy to 
Tricon will be forwuded to Wtikar HamUL 


• & m 


Group Maxagemi: 
Accouxtaxt 


South West London 

c £37,500 plus car,bonus md benefits . * 

This growing construction and shop fitting gri*qj b extremely wefl-estabfisbed 
and 'very profitable with a an c u t turnover of ***»«« has crane mainly 

through organic growth and the current order book stretches towards die 
Mfllennram. The blue chip efient Esc features many high names as wefl 
as historic building projects. The Group is now looking to strengthen the 
finance team to ensure tha t (he outstanding levels of customer service on 
which It has built its reputation, will continue. . ... 

The Group FD is looking for first rate technical support and someone to 
manage the sevenrstrong accounts team on a day today basis. There is scope 
to develop the role within the group. The job is hands on and requires an 
energetic individual with an eye for detail raid accuracy and the ability to 
present the picture behind die numbers. You will have practical experience 
in a construction or mmfactiiring environment and knowledge of treasury, IT. 
systems or tax would be an advant^a. The culture is flexible, exaedng and 
totally customer focused. 

If you are interested in dus opportunity, pleae send your CV, salary details 
and a day time telephone number to Vivienne Hines, Wesdey Edwards, 
Cameo House, 11 Bear Street, London Y/C2H 7AB. Telephone 07000 652752. 
Fax 01798 344277. The dosing date farappfadom is 1 December 1997. 




EDftF MAN GROUP pie 


Group Financial Controller 


City 


Outstanding career development opportunity in a dynamic global pic 

£ Excellent Package 


E D & F Man Group pic has two principal international businesses, 
the provision of financial services and the supply of agricultural 
products. The financial services business includes asset management 
and brokerage and the group is a major worldwide supplier of 
agricultural products, encompassing trading, refining, distribution 
and broking a range of commodities. The group was floated in 
London in 1994 and has operations in 60 countries employing 
some 4,000 people. 

Strong financial managem ent is central to continned exp an sion. 
Developme n t of their group finance function is strategically very 
imp ort an t to sup po r t die changes in the business, both since flotation and 
those envisaged. 

Due to an internal promotion, they need to re cruit a new Group Financial 
Controller. This is a senior* high profile role with a range of financial 
reporting ocher managerial responsibilities. Key to the 

evolution of the gro u p function will be the ability of the new 


appointee to lead and mould rite finance team, developing close working 
relationships with die businesses in conjunction with implementing and 
m anaging change in financial management and reporting. 

The right candidate will be an ACA* ideally with between 5*8 years PQE 
and a strong financial background obtained from within the profession or 
a blue-chip environment. They must be a motivated and driven individual, 
able to use their skills in a truly commercial organisation. They must be a 
first class communicator and rapidly able to develop credibility wi thin the 
businesses. 

If you are interested in joining a listed company where you can make 
an impact and where the right individual will be rewarded with a 
highly competitive financial services compensation package, please send 
your CV in strictest confidence to Sarah Hunt at Michael Page City, Page 
House, 39-41 Pinker Street, London WC2B 5LN, fit x: 0171 405 
9649. Alternatively, you can telephone her on 0171 269 2339. 
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••.* * — Michael Page City 

International Recruitment Consultants 

l -o odon New Yorit Pam Amsterdam Frankfort Milan Madrid Hong Kong S in gapore Sydney 


cntertai nrrtcnt 


FINANCIAL CONTROLLER 

United' Him and Ttlevislon Productions is looking for a Financial 
Controller ra be based in London. The successful candidate wiH 
be a a mmyiw nt mam whfa a record 

of dy n a mi c growth . 

Responsibilities wflf include formal reporting of company, 
results, business planning and monitoring of programme 
production and commissioning activities. The position reports 
to the Managing Director. 

We need an enthusiastic and experienced Individual with strong 
people skills and a record of success In a similar role, ideally 
within the media environment. A minimum of 3 years’ post 
qualification experience b required. 

Please send a full CV including current salary derails and 
quoting reference 450/PDM toe 

Peter Meier; Director of Personnel’ # A d m i n i s tration _ 
United Broadcasting & Entertainment Led 
Ludgare House, 245 Bfacfcfriars Road, 

London SE19UY 


City 


Ss Threadneedle 

Operational Review 

A high profile role at the heart of the London operation 


The dosing dare for receipt of applications Is 
27 November 1997. * 

United Broadcasting * Entertainment is an 
Equal Opportunities Employer. 


Threadneedle is a global investment house, with over £35 billion 
funds under management and a high profile, following the successful 
launch of a £5 billion open ended investment company. It has 
ambitious plans to develop its business further in Hie retail, 
institutional and international markets. 

A new key member of the audit team is now sought to focus 
primarily on the Lon do n fund management operation. The audit 
function as a whole is involved with a varied and widespread 
programme of work derived from an analysis of corporate risk and 
controls. The wider department will provide the new auditor with 
access to specialists in the IT, risk and investigation areas. 

Candidates should be qualified accountants (ACA preferred) 
with previous financial services experience, preferably in die 


£ Excellent + Benefits 

fund management industry and a strong ability to identify and 
resolve business issues in a fast moving environment. The right 
candidate will be able to work closely with directors and senior 
management and influence business decisions at all levels. 

As such, they must be immediately credible* motivated and 
driven to deliver. Prospects are excellent and the high level of 
commercial exposure gained will provide the new auditor with a 
detailed insight into the business. 

Interested applicants should send a curriculum vitae in 
strictest confidence to Sarah Hunt at Michael Page City, 

Page House, 39-41 Parker Street, London WC2B 5LN, 
fax 0171 405 9649. Alternatively, you can telephone 
her on 0171 269 2339. 
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Michael Page City 

Wm,A in»l ge c mtanen l Cnnp il ww. 

London New York Pari* Amsterdam Frankfurt Milan Madrid Hoag Koag Sing a pore Sydney 


BwClrck 3$ Booming Orca jlty 
-mmcs of over sworn wtilt b«r^( 
pr o} a ct* b wMi i g o n attlOOm of | 


(Bog pravfdar of social bmnlna wftti rarer 104)00 homes. Tho Orm** ho* 
^^jpprnirimraagrCTOm. Wa an> currently active in largo ragwiaratiofi 
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Group Finance Director 


Salary ivgtin this range experience 


Warned a Qifep TCar 
: substantial oonMbiaah 
. TboauccBSsW ippOcsr 


with flair and vision wtto can make a 


ao^drartobtnoHl of tfw Group. 


wfthfrra comefeK 
• experience 


^nansgemant 




••qparia nc a of manayig change 

• an mccetettgaap of W ot m aBo n technology applications and 
thair ffnptemertBton. 


JN8 post to ftwad * ourHatid 

Haw ring 0171 238 4150 (24 1 
Rfay2 0)M i< Hdinr JSB7 % ttjg 


t jltiri w n r | io li and appflcaBonfoiTn, q uotin g r e tevnea HN^OH/332,nn I nrii r lfai n 
as Wa vacancy- pl ease cal Donald Hno dfe s a, Chief Bcacutiva on 0171 2884006 or 
ran 0171 288400a 


do** 

. quafity homes, qualify services 
Circle Thirty Three Housing Group 
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Financial Controller 


• c. £40k + excellent 

benefits 

• Rural Somerset 

A highly successful electronics company with a turnover in 
excess of £20 million and 50% growth rate over the last two 
years, our client is an extremely progressive part of a large 
European group, which has. a dearly defined commitment to 
the quality of its products and development of its people 
Currently in the process of completing SAP R3 
implementation, they are technologically sophisticated and 
forward thinking in all aspects of their business. 

KPMG Selection & Search 


This is a brand new role with exceptional scope for development. 
Your challenge will be to wort: closely with the Finance Director 
to continue developing a small, but highly focused finance team, 
and to contribute to the growth of the company. 

Ideally, you'll be a chartered accountant with a background ra 
manufacturing, a knowledge of standard costing, an 
undemanding of SAP and a high level of computer literacy. The 
maturity that comes with several years' experience in a quality 
driven environment is essential. In addition, you must have 
proven leadership drills and an intuitive manage ment style. 

Please send your CV, quoting current salary details, to 
Mavis Would, KPMG Selection & Search, Richmond Plait 
House, 15 Pembroke Road, CEfton, Bristol BS8 3BG. 
Teh 0117 946 4000. Fas 81 17 946 4B4L 













FINANCIAL TIMES 


FRIDAY NOVEMBER 14 l*” 


BANKING FINANCE A GENERAL APPOINTMENTS 


CREDIT 


Financial Products 


CREDIT ANALYST - GERMAN/SWISS COUNTERPARTIES 


LONDON 

CSFP b one of (he worlds leading derivative bouses servicing a prestigious global 
client base. We specialise in providing A range of structured derivative and ride 
management products dux incorporate innovative design with well controlled mHtng 
strategies. 

The Banks Credit division is at the leading edge of methodology’ development, 
and utilises state of the an systems such as CredttRisk+. The continued development 
of the business has created an opportunity for a credit analyst to join the Central 
Europe Team, which is responsible for coverage of German and Swiss counterparties. 

The successful candidate wtn have an instinctive understanding of rfrfwr the 
German or Swiss economies and their financial markets and w31 be responsible for 


the following 

• helping to credit enhance transactions as they axe developed forcBems 

• undertaking credit analysis for a foil range of structures and counterparties. 
Including cash Sow transactions 

• Hairing with in ternal nnrl pttw ttoI parties, eg relationship ma nag ei ’ c and ell e nnc 

• completing credit related p rojects and developing industry knowledge 

• making presentations on specific industry reviews 

Suitable candidates axe likely » have the f 060 wing gfcgs/eaperienc c 

• a solid educational background, ideally with some formal credit training 

• fluent English and German essential, additional lan g ua g e skills would be an 


PACKAGE: EXCELLENT 


advantage 

• a minimum of two years working as a credit analyst 

• product knowledge including derivatives is preferable 

f mmimmiMii on and presentation adcflls 

If you have the necessary prerequisites please contact Colin Glbt> 
Walters Associate* by sending a detailed Curriculum 
remuneration, to 10 Be**fo«l Street London WCZE 9«E Ck± +44 
or fiudog details for his attention on +44 177 9158714. 
g-fmrfl- ootettfhb WrobcrtwalSeraLCoda 
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http://www.robertwalters.coni 


ROBERT WALTERS ASSOCIATES 


Appointments Advertising 


appears in the UK edition every Monday, Wednesday & Thursday 
and in the international edition every Friday. 


ana in tne international edition every Rid; 
For further information please caii: Karl Loynton on +44 


a $L71 


873 3694 
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L l I N O T P !■ 


Les Echos 


F ™ a * LTaaa The FT can help you reach additional business readers in Pram*. -dventain- 

Our link with the French business newspaper, Les Echos, gives you a umque rec^uitTri world, 

opportunity to capitalise on the FT's European readership ana to further target the French 
For information on rates and further details please telephone: 

Karl Loynton on +44 0171 873 3694 




IT Appointments 


Our client is the highly successful, treasury 
focused trading entity of a truly global 
financial organisation. As one of the largest 
treasury operations in Europe, their expertise 
includes Money Markets, Foreign Exchange 
and Interest Rote Derivatives. With a 
commitment to IT systems which build 
competitive advantage for themselves and 
their customers, they are now looking for an 
exceptional financial markets technologist to 
help ♦h« > n» deliver on thin commitment by 
adding project leading skills to an already 
highly talented team. With a brief to globally 
develop Interest Rate Derivatives Trading 
technology, this London based prqject wiD be 
rolled out to Frankfort. New York, Hong 
Kong. Singapore and Tbkyo. 


£ Excellent package 

The role is to_ 

• take responsibility for the development and delivery of an Interest Rate Derivatives 
trading system architected and built on C, Unix & Sybase technology 

• provide technical guidance and leadership to members throughout tfru» foil 
lifecycle of the prqject from functional specification, design and development 
through to integration nnrf user acceptance testing. 

You w ffl_ 

■ have an established front office, firumrial markets trading system s profile laqy 
knowledge of interest rate d e r ivativ es is an advantage). Previous experimeo with 
C, Unix and a RDBMS is wwnBal 

• be a foil lifecycle development specialist with pro v an and complementary skills in 
the delivery of complex systems solutions (analysis, design, implem e ntatio n j. 

• possess established team and prqject leading compet en cies along with the drive, 
vision, motivation and maturity to succeed in an environment where over 
achievement is the norm. 


For further information, please contact Kevin Davejt quoting reference KDFTS1S, on 0171 247 7444. Alternatively; 
send your CV to McGregor Boyall Associates, 114 Mid d les ex Street, London El 7JEL Fax 0171 247 7475. 
Email: kdaveyOmcgregor4royalLoo.uk or visit our web-site at www.mcgreg or -boyalLco.uk 


Salary Negotiable + Banking Benefit 

Our diem Is a major player in International Capital Markets and a leader in the 
European Fixed Income and Equities Market 

An opportunity arisen for an experienced Business Analyst to a leading role in tbe analysis, design and implementation of a 
Rate Derivatives/Fixed l"<m* system. 

Res ponsibilities will include translating user requirements into a formal Business Process Model and functional specification. The analyst 
will need la communicate with the user ’Community at aO levels both formally during presentations, steering committee meetings and 
informally day-to-day. Fmaliy tbe analyst win contribute ip foe production of functional test plans in conjunction with users 

SkUh Required: 

• Bxptrfanra nf I mj J i ■ i h rt w rln pm rnt Is r iwnt ia l with fhr ability tn prm rl itr rrnnriiT inpnt tn Ihr 7-7—-* ~ flk - h — ^ office 

• IWp mnW ri«mHi«e rf lateral Hi* i U IftivCS in a Rawfc Offira Admhriltratfon MlviroomenL 

• FamlBaifty with exotic intra wu. rate products and exposure to integrated workflow solution would be highly desirable 

• Practical ex perience of formal analysis methodology, inctadtng Bugbiem Process Modelling, ideally coupled with recognised case toob 

This is a chants to have yourcoairibtHiao recognised and work within an elite team. If you have a proactive, pragmatic approach and can 
ro er r ed in a challenging en vironm ent please wwwr ns immediately. 


Fusion 


SALES EXECUTIVES 


OTE £90,000 + benefits 


If you are interested in the 
above positions, please contact 
Danielle Lorenz or Louise Williams 


INVESTMENT BANKING 
17 St Helens Place. London EC3A 6DE 


Tel: 0171335 0005 

Fax: 0171335 0008 

Mobile: 0976 72 1 437 
Email: IwiUiams^'hux lcy.co.uk 


PRODUCT CONSULTANTS to £60,000 + benefits 

IPS-Sendero is the market leader to the provision of Asset/Liab®y and ProfitebSty Measurement Solutions 
to financial institutions worldwide. We have opportunities for Banking and Finance Professionals to make a 
significant contribution to our ambitious girawlh pro g ra mm e throughout Europe, the Middle East and Africa. 
Sales Executives wiB use Ihelr consultative sties abfity to identify, develop and win new business. Product 
Consultants wflj provide day-to-day service to existing client relationships. Both roles wiJ Involve frequent 
international travel. 


Sales Executives will: 

• demonstrate a thorough knowledge of Bank 
profitability and risk management concepts; 

- have a track record of selling asset/Sabffity or 
profitability measurement solutions for a 
software house, management consultancy or 
Bank advisory service; 

• have outstanding Interpersonal and influencing 
skffls; 

• be Graduates with Banking experience; 

• be fluent in English and kteafly In a second 

language. 


Product Consultants vriH: 

■ demonstrate a detailed understanding of solutions 
for Bank profitabifty and risk management; 

• be Ale to develop and maintain relationships 
at a senior level throughout the efient base; 

- possess strong analytical and modefing skills; 

• be Graduates wfih several years experience 
in an AssetflJabflKy, Risk Management; 
Profitabifly Measurement or similar role; 

- be fluent in Engfish and ideally be conversant 
in a second language. 


To apply, please write enclosing a CV to Hekfi Smith at 

IPS-Sendero. Imperial House. 11-13 Young Sacct^cns m gton. London W8 SEH. 

Alternatively, fax to (44) 171 938 2752 ore-mail to 
hckHsmilhig! ips-sendero.com 


IPS 

Sendero 


Package £40k FT SUPPORT Location: CBy 

Our client, one of tbe major Japanese Banks, is seeking 

an IT Professional to support its E uro p ean Operations. 

•> Strong experience of implementation and support 
of Lana A Wans. Louis Notes Admin, Japanese & 
English versions of WindowsNT 4, MS OFFICE, 
pins Ichitaro. 

♦ Diverse financial services experi enc e 

4 Fluency, written and oral, in Japanese, plus at least 
one further European language. 

♦ Excell en t written & spoken oomxnnnicatioa skills 

Please send yoar CV to: 

Charles Read at Alexandra- Consulting, 

2 London Wall Buildings, London Wan, EC2M 5PP 

TO: 0171 448 5000 Fax: 0171 4485212 


is a small company developing price 
discovery systems for Bond traders. 
We require an EXPERIENCED 
DESIGNER/DEVELOPER with at least 5 
yrs experience VB/Visual C++ in database 
applications to lead on our next product. 
Experience in a financial environment 
preferred. Salary up to £50k. 

Please send CVs to: 

R Palmer, Box A5994, Financial Times, 

One Southwark Bridge, London SE1 9HL 


mSRMANAqEMENT 

•;ANiDtr- 

treabort^sTems 

■ Project Managers 

■ Business Analysts 

■ Consultants 

■ Test Analysts 


We are retained by a leading supplier of Risk Management soturioos and 
Treasury Systems, and a Hue chip iniw T Hiinnal Hank to identify outstanding 
staff for key rales in both organisations. 

Well qualified academically and with good mcerpetsonal skills, you are ready to 
cake on nerw challenges to bdp realise your career poeentiaL Sdf-motivation and 
practical skills to deliver solutions are essential. 

Project Managers, Bonnes* AmIysts.Tesr Analysts and Implementation Specialists 
will have an excellent understanding of the range of instruments traded m the 
Treasury and Capital markets area together with the technology that supports 
this bonnes*. Specific knowledge and recent experienc e of products and 
packages tnchwhng Summit, Wall Street, Gloss, Devon, Rims, Infinity and 
Kondort would be uscfilL 

There are abo technical roles which require experience of working with 
relational databases using NT and UNIX in a diene server environment as well 
as using Structured Methodologies and Object Orientated Analysis including 
data and business mapping. 

You are likely to be with a bank, a consultancy firm or a software bouse and 
should have recent experience in working with one or more of foe following 
areas: 

• Risk Management "Treusory and Capital Markets 

• Dealing Room Syste ms • Securities and Fisted Income 

• User Acceptance Testing • Derivatives 

• System Implementation ter Front and Back Office 

There positions will be well rewarded and may involve uxcrmtional travel 
If you are able to meet there exciting challenges, pleura rand yostf CV to 
Aim Summon quoting re feren ce FTU97 at: S&H Consul tin g 
Limited, Lloyds Avenue House, fi Lloyds Avenue, London EC3N 3AX- 
Tel (0171) 481 1171. E.-mad - SHComuh@ml.com 
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Recruitment section 


is also available 


all week on 


www.FT.com 
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Nuclear power could provide part of the 
answer to global wanning but, warns 
Simon Holberton, only if the industry can 
win hearts as well as minds 


power to persuade 
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As the European nuclear 
industry approaches the end 
of the wiTTii»pnhnn there is 

reason to think that its pros- 
pects are better than they 
have been far 20 years. With 
memories of the Chernobyl 
iHwurfar failing and public 
concern about global 
warming growing, the indus- 
try has been presented with 
an opportunity to change its 
public perception and, possi- 
bly, its future. 

Television viewers in 
France and Britain how see 
advertisements painting oat 
the benefits, of nuclear 
power. In the UK, British 
Nuclear Puds uses a picture 
of a completely charred 
match stick accompanied by 
the slogan: “If this was 
nuclear fuel we amid use it 
again.” Such a direct appeal 
to the public would have' 
been unheard of just live 
years ago. 

/"We are at an interesting 
time,” says Christian Wae- 
terloos, head off the nuclear 
energy division at DGXVK'of 
the European Commission. 
"Things are changing 
slightly. The period when 
the nuclear industry was 
considered as something 
from the devil is over. A' 
more objective look at 
nuclear power is possible.” 

The European Union’s 
nuclear industry is the big- 
gest in the world. There are 
more than .140 nuclear reac- ' 
tors in operation which col- 
lectively produce a third of 
total EU ele ctri c i t y output 
And the industry is responsi- 
ble for employing around 
400,000 workers, many of 
awnng the most edu- - 
.caied of Europe's workforce. 


However, as with, the rest 
of the developed world, the 
EC’s nuclear industry has 
promised more than it has 
defimed. 

- In the early 1970s, when 
the European Commission 
• sat. down to plot the commu- 
nity's future energy needs, it 
thought the. then, wing 
states which comprised the 
region would need, by 1966, 
Installed nuclear capacity of 
164GW; today the . eight 
nuclear powers of the 20- 
strong union have fa pfaiM 
capacity of just 120GW. 

hi the 1970s nuclear power 
gained in attraction because 
it was seen as providing 
power “too cheap to meter”. 
Four some countries, notably 
France and, to a lesser 
extent, Germany and 
Britain, large scale nuclear 
development also promised a 
degree of energy indepen- 
dence - an attractive option 
for those countries, wholly 
dependent on imported oil. 

Fof, most In. Europe, how- 
ever; the attractions of 
nndear power quickly gave 
way to concerns about its 
safety. Three Mile and 
Chernobyl prom p ted a radi- 
cal re-think of nuclear power 
while greater energy effi- 
ciency , a decline in ad prices 
and ihe increased use of gas 
for elec tr i c i t y generation 
reduced nuclear power's cost 
advantage. ■ m 

Hostility towards 
povyOf has created wide dhti- 
dpnstn public npmt an Swe- 
den, -jyjaiqh accounts for 
eight p&cent of the EtPs 
nrtj ftirr industry, is commit- 
ted to phaisbig' oat the use of 
nuclear -.power.' Even in 
F^ahee, tiie bastion of 


Europe’s nuclear industry, 
questions are now being 
voiced about the future of 
the industry. As with elswe- 
where, conem surrounds 
nuclear, fuel reprocessing 
and' the way facilities inter- 
act With the P n v <wmTr»>nt. 

In Germany, the Social 
Democratic Party, Has main- 
tained opposition to nwflwar 
power since 1986, when it 
adopted a policy of phncmg 
out nuclear power over 10 
years. The SDP’s position 
Wulf Bdrkel, president, of 
stonanii lyiffiwn- power gen- 
eration, asserts is "not a 
question of conviction but 
one of politics. How the SDP 
will behave if it wins power 
no one knows. But if they 
govern they win have to 
TnnVA peace with nuclear." 

As Angela Merkel, German 
environment minister, 
points out, nuclear power 
generates 30 per cent of Ger- 
many's electric i ty. "Ger- 
many win np«d thic contri- 
bution from m y)Bn r for tiie 
foreseeable future," she says. 
"We want to keep the 
nuclear option open and to 
base it an new plants.” 

Ms Merkel makes the 
industry's most telling point: 
nuclear's contribution to 
power generation in Ger- 
many means 120m tonnes 
fewer of CO, is produced . 
every year. Across the • 
union,., the use' of nuclear 
power avoidstheemisaian of 
same .TOQnfct of CQ, annually, 
which would have been, pro- 
duced if tbp same electricity 
was generated using the mix 
of fuels currently employed. 

- In Britain, Tony Blair, the 
prime minister, has pledged 
that the UK wffl reduce its 
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emissions of CO, by 20 per 
cant from the 1990 level by 
2010. By anyone’s standards 
this is a demanding target 
and will no doubt mean 
making the "tough choices” 
the prime minister is fond of 
fallring about. 

An Indication of just how 
tough those choices will be 
is given in a study by the 
Energy Advisory Panel, a 
group of "wise persons” 
reporting to the UK trade 
and industry secretary, of 
the implications for Britain’s 
energy production mix of 
cutting carbon emissions. 

The panel' utilised the 
trade department's own 
energy model of the UK to 
make its estimates. The key 
assumption, and not an 

mrawnnahlp 006, W85 that. 

the electricity supply indus- 
try would bear the brunt of 
attempts to reduce carbon, 
given the difficulty of depriv- 
ing modern maw of access to 
the automobile. 


“The large potential con- 
tribution of the electricity 
Industry to the meeting of 
CO, reduction targets arises 
from the fact that power sta- 
tions have a greater poten- 
tial for fori switching than 
other sectors,” the panel 
noted. 

"With the higher CO, 
reduction targets (La. 20 per 
cent), coal use in power sta- 
tions would be largely elimi- 
nated, being replaced by fur- 
ther increases in the use of 
gas - except that somewhere 
between a 10 per cent and 20 
per cent reduction target the 
model Tlips' and opts for 
nuclear. In the 20 per cgn* 
case, the new nuclear build 
required might be of the 
order of 16GW, or the equiv- 
alent of 12 SiaeweH Bs.” 

This is the . sort cf figure 
that concent rates ftp mind, 
even though it is a bettor 
indicatio n of ftp unreality of 
Mr Blair’s CO, reduction, 
ambitions than of the future 


of nuclear power in Britain. 
Such an addition to the UK’s 
nndear fleet would require 
building more capacity than 
the country currently pos- 
sesses - aphysical impossi- 
bility. 

Indeed, there are indica- 
tions that the British govern- 
ment might shift its stance 
in light of the outcome of 
next month’s climate change 
conference in Kyoto. It is 
possible that the govern- 
ment will move its position 
from a 20 per cent cut in CO, 
to a similar sized cot in all 
greenhouse gases. 

The EU has a slightly less 
ambitious, though still 
demanding, target of a 15 per 
cent reduction in greenhouse 
gas emissions. But, as with 
the British government, 
there is, from the point of 
view of the nuclear industry, 
tittle sign that the European 
Commission is prepared to 
up to the consequences 
of such a policy. 


“If European governments 
are serious in their ambi- 
tions to reduce the emissions 
of greenhouse gases in line 
with their international com- 
mitments, I cannot see how 
it can be done without 
retaining the contribution 
from nuclear power,” says 
Bill Wilkinson, chairman of 
the British Nuclear Industry 
Forum. 

"Improved energy effi- 
ciency and renewable 
sources cd energy win have 
an important rule to play in 
mitigating greenhouse gas 
emissions,” he says. 

But as the Commission's 
recently published “Illustra- 
tive nuclear programme for 
the Community ” demon- 
strates, even the industry’s 
titular supporters in Brus- 
sels have difficulty in saying 
anything more ftan the ano- 
dyne and banal about the 
industry. 

The document was bro- 
kered through meetings of 


officials and, in the final 
draft, avoided making esti- 
mates of future Industry size 
and required investment as 
laid down in the Euratom 
treaty. The European parlia- 
ment could not even devise a 
form of words to allow a 
vote upon the paper and it 
remains an open question as 
to whether it will be pres- 
ented to the Council of Min- 
isters. 

Brussels finds it difficult 
to exercise a role in the 
nuclear industry, preferring 
to stand aloof from disputes 
among member states - 
such as the Irish complaint 
about nuclear emissions 
from Britain, or Luxem- 
bourg's objection to the sit- 
ing of a big French nuclear 
power station near their 
common border - because to 
favour one Side is to disad- 
vantage the other. But, if the 
CO, targets are to be met, 
the EU will have to enter the 
energy mix. 


UK* by Simon Holbo^Si^i,;. . * 
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FBAHCE * by David Owen in Paris 





A fall from grace and favour 




Nuclear power no 
longer enjoys the 
support of tiie 
government or 
the people 


France is Europe's 
undisputed nuclear cham- 
pion. More than 50 nuclear 
reactors - from Gravelings 
in the north to Golfech in 
the south - account for 
about three-quarters of the 
country's electricity produc- 
tion. 

Unlike many countries, 
which shied away from or 
slowed down development of 
nuclear power In the wake of 
the Three Mile Island and 
Chernobyl accidents, energy 
resource-poor France has 
maintain ed its commitment, 
investing heavily in nuclear 
capacity to reduce its depen- 
dence on oiL Industry insid- 
ers today put the country’s 
overall nuclear investment 
at a massive FFrl.OOObn. 

In the process, the indus- 
try, which employs about 
100,000 people, has become a 
symbol not just of France's 
formidable engineering 
prowess, but of its desire to 
defy the unpredictable twists 
and turns of a free market 
that much of the country's 
elite still regards with pro- 
found suspicion. 


For all that, 1997 looks like 
going down as the year 
when this carefully moni- 
tored industry stopped get- 
ting things all Us own way 
even in this, its European 
heartland. 

For one thing, it is facing 
increasing criticism from 
environmental activists and 
grass-root movements, as 
evidenced most clearly by 
the continuing controversy 
over Cog&ma's vast nuclear 
reprocessing complex at La 
Hague, near Cherbourg in 
northern France. 

The controversy was 
unleashed by a contentious 
report published in January 
in the British Medical Jour- 
nal. suggesting that children 
who regularly visited 
beaches near the plant or 
ate local fish and shellfish, 
were more likely to develop 
leukemia than those who did 
not 

Following publication of 
the article, a vituperative 
polemic between supporters 
and critics of the factory has 
gathered momentum. 

Since June, the industry 
has also been learning to 
live with a government coali- 
tion which is more ambiva- 
lent towards it than its pre- 
decessors and, in particular, 
with a Green environment 
minister in the shape of 
Dominique Voynet 


GERMANY • by Frederick Studemann 


A profit 


overseas 


Out of favour at 
home, the nuclear 
industry is 
looking to foreign 
fields 


The position of the nuclear 
industry in Germany can be 

neatly summed up by the 
fact that economists now 
compile studies investiga- 
ting the efficacy of getting 
out of nuclear power alto- 
gether. 

Public opposition to 
nuclear power remains hi gh 
and politicians are, as a 
result, wary of the issue. 
Added to that liberalisation 
of the German energy sector 
as a whole is likely to be a 
further disincentive as util- 
ity companies and large 
industrial users opt for the 
cheapest and quickest 
energy solution. 

Against this backdrop Sie- 
mens. the only German com- 
pany still involved in 
nuclear power, is now 
focussed on foreign markets 
as the source of future con- 
tracts to build nuclear power 
stations. The company's 
domestic nuclear business Is 
now largely a service and 
maintain ance operation for 
Germany's 19 existing 
plants, the last of which 
went in to operation in 1989. 

Despite this gloomy envi- 
ronment. nuclear power still 
supplies some 30 per cent of 
Germany's energy needs. 
For Siemens this means 
enough business from the 
supplying of fuel rods and 
maintenance of plants to 
account for tbe bulk of the 
DM2bn in sales at its profit- 
able power generation sub- 
sidiary KWU. 

Wolfgang Breyer, KWU 
spokesman, is mildly opti- 
mistic about public opinion 
towards nuclear power. 
Recent studies, he says, 
show that 80 per cent of Ger- 
mans are not worried about 
existing plants. The percep- 
tion of German nuclear 
power stations has changed 
fundamentally since the Call 
of communism in 1989 when 
it emerged how lax construc- 
tion and safety standards 
were in eastern Europe. 

“Immediately after Cher- 
nobyl people assumed plants 
here were the same as those 
in the Soviet Union and said: 
‘If it can happen there, then 
it can happen here’," says 
Mr Breyer. After 1989 when 
the truth about east Euro- 
pean nuclear plants became 
clearer, he says, critics 
adopted a more differenti- 
ated approach to the Ger- 
man nuclear industry. 

But, while this may have 
led to a more accurate 
assessment of nuclear power 
in the German media, it has 
not won the industry many 
new fans. Opposition to the 
building of new plants 
remains high. Transport of 
unclear waste is accompan- 
ied by heavy protests. 

Jochen Klusmann, an ana- 
lyst at Julius BSr in Frank- 
furt, says the continuing 
high-profile protests bode 
badly for the future of the 
nuclear industry. “If you 
look at the protestors they 
are largely young people 
who, in 10 to 15 years, will 
be in decision-making posi- 
tions.” 


The political climate as a 
whole is already far from 
advantageous for nuclear 
power. While the existing 
centre-right government of 
Chancellor Helmut Kohl sup- 
ports the continuation of 
nuclear power, the stance of 
the opposition Social Demo- 
crats ranges from luke- 
warm, if sometimes ambiva- 
lent, support to opposition. 
With its roots in the anti-nu- 
clear movement, the position 
of the Green Party, now the 
third-Iargest force in the 
Bundestag, is clear. 

Public opinion and politics 
aside, the factor which will 
hamper the development of 
tbe nuclear industry most is 
likely to be one of econom- 
ics. The proposed deregu- 
lation of the German energy 
sector has created great 
uncertainty in the market, 
says Mr Breyer, with the 
result that utility companies 
have put off decisions about 
commissioning any new 
power stations, whether 
nuclear or not 

“We are already in a situa- 
tion of over-capacity, liber- 
alisation will mean that new 
power stations will have to 
be cheap, which nuclear 
isn't," says Winfried Mathes, 
energy analyst at DB-re- 
search, a unit of Deutsche 
Bank. Seen in 1995 prices a 
nuclear power plant's con- 
struction costs equate to 
DM4.300 per kilowatt pro- 
duced. A coal-fired station 
costs DM2J50 while a power 
plant using natural gas costs 
DM1,150. 

Hans-Joachim Zieslng 
from the German Institute of 
Economic Research (DIW), 
and the author of the study 
on getting out of nuclear 
altogether, says that because 
of this cost factor much win 
also depend on the develop- 
ment of prices for natural 
gas. 

Another potential source 
for a change in policy 
towards nuclear power could 
be the introduction of radi- 
cal climate control policies 
which would affect coal-fired 
stations, says Mr Zieslng. 
But whether nuclear would 
necessarily benefit is 
unclear, he says, as gas is 
also perceived as 'clean'. 

For Siemens, therefore, 
hopes for contracts for new 
power stations rest outside 
Germany. A plant in BrazQ 
is currently being completed 
and the company is compet- 
ing for a contract in Turkey. 
It is also optimistic about 
the prospects in China. 

In a joint-venture with 
Framatome of France, called 
Nuclear Power International, 
Siemens has completed the 
basic design stage for a new 
type of pressurised water 
reactor, the EPR. 

The EPR has been devel- 
oped to satisfy both French 
and German regulatory stan- 
dards which in themselves 
have been brought closer 
together. At present, when 
NPI bids for a contract it 
chooses between French or 
German construction tech- 
nology depending on which 
it believes will be more 
likely to clear local regula- 
tory hurdles. With the EPR, 
Mr Breyer says, Che com- 
pany hopes to “set a new 
standard for reactors and 
position us for the develop- 
ment of new markets.” 


Ms Voynefs party believes 
that France should withdraw 
from nuclear power in the 
long-term, stop building 
power stations and develop 
alternative power sources. 
She told the Senate this 
summer that while tbe new 
government has not called 
into question the country’s 
past energy choices, it was 
her responsibility to give 
France “the means to think 
more openly about its 


France's 
nuclear 
investment is 
a massive 
FFrl,000bn 


energy future, particularly 
In the areas of energy 
savings, renewable forms of 
energy and energy diversifi- 
cation". 

Some nuclear supporters 
may also have been left 
uneasy by the recent asser- 
tion by Christian Pierret, the 
Socialist industry minister, 
that France's high level of 
dependence an nuclear elec- 
tricity “could raise questions 
in the very long-term". 

Some of the new govern- 
ment’s decisions have 


already started to hit the 
Industry. In June, prime 
minister Lionel Jospin 
announced that the much- 
criticised Superphenix fast 
reactor, which reached full 
power six months after the 
Chernobyl accident was to 
be shut down, in line with a 
Socialist manifesto commit- 
ment Mr Pierret recently, in 
effect, attributed the deci- 
sion to the availability of rel- 
atively cheap and abundant 
oil. "A project which was 
judicious in the context of 
the 1970s, with oO expensive 
and hard to come by, is no 
longer at the moment", he 
said. “That is why the prime 
minister announced... the 
shutdown of SuperphenxK.” 

Dismissed by critics as 
vastly expensive and danger- 
ous, Superphenix was an 
obvious pawn to be sacri- 
ficed. Nevertheless, the clo- 
sure of the largest fast- 
breeder reactor, capable in 
theory of making enough 
plutonium to supply its own 
fuel, will come as a heavy 
symbolic blow. 

Mr Jospin delivered 
another blow In September, 
announcing that construc- 
tion of the Carnet nuclear 
power plant in the Loire 
estuary in western France 
would not go ahead. 

As Electricite de France; 
the state electricity utility, 


subsequently observed, the 
decision to stop Carnet 
meant it would “not be con- 
sidering new plants before 
2010 at the earliest", it said 
its dvans plant, under con- 
struction near Poitiers; 
would mark the end of the 
current construction pro- 
gramme. 

As the era of intensive 
French nuclear plant con- 
struction draws to a close, it 
Is hard to assess how salons 
a long-term setback tor the 
industry this year’s develop- 
ments will prove. 

The establishment of 
grass-roots organisations, 
such as Mftres en Colfere 
(Angry Mothers), a local 
Chertwng group set up in 
the wake of the British Medi- 
cal Journal report, suggests 
anxiety about nuclear .power 
is spreading beyond the dedi- 
cated anti-nuclear and envi- 
ronmental moveme n t s to tbe 
population at large. 

Yet France still seems a 
long way from spawning a 
movement powerful enough 
to put the government under 
pressure to abandon nuclear 
power altogether. Not even 
the M feres want the La 
Hague reprocessing plant to 
be shut down. 

Although the annual 
nuclear “barometer" of pub- 
lic attitudes commissioned 
by the industry regularly 












Turning tide: A report warning of dangcns surrounding the La Hague 


plant caused a furara 


finds that a large majority of 
the population is against 
new nuclear power stations, 
they also favour keeping 
existing ones. This is a state 
of affairs the industry can 
live with until the present 
generation of plants needs 
replacing, from about 
2010-2015 onwards. 

Meanwhile,, tbe end of the 
recent wave of French 


nuclear plant construction 
and the slowdown or scrap- 
ping of other nuclear pro- 
grammes around the world 
have raised a question over 
the long-term future of 
Framatome, the country’s 
admired nuclear engineering 
specialist- As Mr Pierret 
recently said, export oppor- 
tunities in the sector have 
been limited “virtually to 


China and, perhaps, eastern 
Europe". 

Framatome was not in 
danger, he added, but ques- 
tions remain over its future 
strategy. One way ahead 
may involve the purchase of 
the nuclear activities of 
Westlnghouse of the US in 
which the French group 
recently expressed an inter- 
est 
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A farm would never become a reality 

for this family without the irrigation system; 


the irrigation system would never become a reality 
without electricity; 


electricity might never become a reality 
if not for the engineers of ABB. 


Visit the ABB World Wide Web site at htfp-y/vvww.aDD.corri 
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DEVELOPMENT • by Simon Holberton 


Next generation in exile 


With no demand 
in France and . 
Germany the first 
EPR may emerge 
further east 

Last month the leaders of 
Europe's nuclear industry 
gathered in Cologne to 
receive a progress report on 
one of the industry’s most 
ambitious projects: the Euro- 
pean pressurised water reac- 
tor programme, or EPR for 
short. 

If Europe's nuclear indus- 
try has a future then the 
EPR will play a central role 
in it. The decade long, project 
has brought together 
Europe's two leading nuclear 
power plant manufacturers 
- Framatome of France and 
Siemens of Germany - 
together with prominent 
electricity companies of the 
stature of Electricite de 
France and PreussenElektra. 

Hie EPR claims to be the 
safest nuclear power plant 
on the drawing boards. Its 
developers believe they have 
developed a way of coping 
with any potential nuclear 
disaster, including the most 
catastrophic ' accident possi- 
ble at a nuclear power sta- 
tion: the melting of the reac- 
tor’s core. 


Moreover, the enhanced 
safety has not crane at the 
expense of higher capital 
cost. Although Nuclear 
Power International, the 
joint Fra matom e/Siemens 
company org anis ing the 
design of the EPR and its 
eventual marketing, is reluc- 
tant to talk about costs they 
claim it will be competitive 
with other forms of genera- 
tion and cost less than the 
current generation of French 
and Gennan plants, the N4 
and Konvoi respectively. 

Alongside the $200m devel- 
opment of the EPR, French 
and Gennan nuclear regula- 
tors have worked to harmon- 
ise the regulatory frame- 


work for the EPR’s success- 
ful operation in both coun- 
tries. Much work still needs 
to be done but the EPR's 
backers hope that this regu- 
latory alliance will prove to 
be the foundation for 
Europe-wide safety and regu- 
latory cooperation. 

“The EPR is the founda- 
tion of toe harmonisation of 
nuclear safety throughout 
Europe." says Dominique 
Vignon, chai rman and chief 

executive of Framatome. "It 
is the prerequisite to the 
future realisation of nuclear 
power in Europe." 

Yet at the Cologne confer- 
ence the participants' 
favourable recognition of the 


General arrangement of an EPR nuclear island 
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Schedule for the EPR 


technical and regulatory 
achievements of the EPR 
were tempered by the realis- 
ation that it may take up to 
15 years before the new reac- 
tor could be built in Europe. 
Even key participants in the 
programme were cautious 
about the prospect of future 
construction 

"When Framatome and 
Siemens reached their agree- 
ment in 1987 it was the con- 
sensus at that time that we 
would need additional 
nuclear capacity in Germany 
and France,” says Yves 
Cousin, bead of engineering 
at EdF. 

"However, French electric- 
ity demand has turned out 
to be lower than expected, 
while plant availability has 
been significantly higher 
than we assumed. We now 
have p lant availability of 82 
per cent compared with 72 
per cent at the beginning of 
the 1990s.” 

This, Mr Cousin concedes, 
"makes the first project 
more difficult to manage", 
although he adds that the 
world energy scene can, and 
does, change rapidly. 

The situation, as far as 
immediate demand for new 
nuclear capacity goes, is no 
better in Germany, the other 
market for which the EPR 
was designed. 
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The political backdrop to 
nuclear power in Germany is 
not propitious. The consen- 
sus in Germany about 
nuclear power broke down 
in 1986 when the Social Dem- 
ocratic Party embraced a 
policy of phasing out the use 
of nuclear power over a 10- 
year period. Although this 
objective has not been 
achieved, the SDP remains 
opposed to nuclear power 
and three attempts, the lat- 
est of which was this sum- 
mer, to change its policy 
have failed. 

Moreover, as Hans-Ulrich 
Fabian of PreussenElektra. 
toe big Hanover-based util- 
ity, points out, since the EPR 
programme was inaugurated 
10 years ago there have been 
significant changes to the 
operating environment of 


the German utilities, espe- 
cially the opening of the 
electricity market to compe- 
tition. 

With the competitive land- 
scape change, Mr Fabian 
notes that “it is difficult for 
a single operator in Ger- 
many to build a plant of that 
size." Here he is referring to 
the EPR design capacity of 
1.500MW. 

Many in the industry 
share his view that it would 
be good if an EPR could be 
built In eastern Europe. 
Some suggest Europe could 
assist Lithuania in shutting 
permanently its Ignalina 
nuclear power station, the 
largest Cbernobyl-style reac- 
tor in operation, and replace 
the lost station with an EPR. 

A better prospect is the 
sale of a nuclear plant to 


Turkey. Last month. TEAS, 
the Turkish national power 
utility, released the short list 
of bidders who had qualified 
to supply it with a nuclear 
power plant. 

Nuclear Power Interna- 
tional produced the most 
competitive bid. It said it 
could build a 1.482MW sta- 
tion for $2.39bn. By compari- 
son Atomic Energy of Can- 
ada bid $2.5bn for a 1.339MW 
station and Westinghouse 
S39bn for a 1.218MW station. 

But, the requirement by 
the Turkish authorities that 
bidders offer a station that 
has at least five years’ oper- 
ating history underlines the 
problem NP1 will have in 
marketing the EPR. 

NP1 faces 'Catch 22*: it can 
not sell its new station 
abroad without having an 


operation reference to go 
with it and it can not get an 
operational reference at 
home because neither the 
French or German utilities 
need to build one for some 
time. 

NPf hopes that if it is suc- 
cessful m winning the Turk- 
ish bid - with a proposal 
based on a Siemens designed 
Konvoi reactor - it migbt be 
able to persuade the Turkish 
authorities to accept an EPR 
in its place. The talk around 
Cologne lost mouth was that 
an EPR could have a capital 
cost of up to ]0 per cent less 
than the Konvoi reactor. 
However, as Wulf BUrkle, 
president of nuclear power 
generation at Siemens, 
notes: “UV have learned to 
be realistic not enthusias- 
tic." 
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r heo electric current begins flowing into the coastal region 
uf northern Peru, some of the local people may think it’s nothing short of a miracle. 


Perhaps they won’t be far wrong. 

The Penman Energy Commission had been trying to bring power 
to this remote region for a long time. And they knew all too well the myriad problems 
inherent in a project of this magnitude. 

Fortunately, the local firm heading the project, ‘Aguaytia Energia del Peru SRL\ 
found a company that could help provide an ingenious solution 


to this energy challenge: ABB. 

It’s a solution that will utilize natural gas located east of the Andes. 

The gas will be pumped from the fields, processed, then piped to a 155 megawatt power plant. 
Electricity from the plant will then be sent via a 400 kilometre power 
transmission line across the Andes to the coast, thereby supplying the area with the 
much needed energy from Peruvian resources. 

It’s the kind of solution only a team of dedicated individuals 
with multi-cultural perspectives, multi-disciplinary expertise and global 
and local orientation working together could create. 

And, if for one particular group of Peruvian farmers, 

ABB’s ingenious engineering qualifies as a miracle, that’s OK with us. 
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INGENUITY AT WORK LT~\z, 


MANUFACTURERS » by Stefan Wagstyl 


Unite and 
survive 


Consolidation is 
the only option 
for a sector 
devastated by a 
collapse in orders 

The pressures of competition 
are forcing nuclear engineer- 
ing companies into co-opera- 
tion and consolidation. 

While the last year has 
seen the abandonment of 
merger talks between GEC 
Alsthom. the Anglo-French 
Joint venture, and 
Framatome. the French 
state-owned nuclear com- 
pany. other companies have 
pushed ahead with their own 
proposals. Siemens of Ger- 
many has started discus- 
sions with BNFL, the UK 
state-owned fuel fabrication 
and waste management 
group, about combining 
their nuclear Tuels 
operations. Together they 
would have a 14 per cent 
share of the $8bn world mar- 
ket for nuclear fuels. The 
merger could also presage 
further co-operation between 
the two. 

Meanwhile, industry exec- 
utives say that Westing- 
house. the US group which 
pioneered commercial 
nudear energy, is consider- 
ing selling its power genera- 
tion business, including its 
nuclear engineering division. 
Westinghouse declines to 
comment but GEC Alsthom 
confirmed earlier this year 
that it bad talked to 
Westinghouse id a joint 
approach with Framatome. 
Siemens has also expressed 
Interest in the possible 
acquisition of parts of 
Westingbo use's power busi- 
ness. 

But consolidation is 
fraught with commercial 
and political difficulties, not 
least because of the high 
degree of government 
involvement in the industry. 
Already the talks between 
BNFL and Siemens have 
raised hackles in France, 
where Framatome has 
expressed concern that it 
might have to rethink a 10- 
year-old link with Siemens 
for developing the EPR, the 
European Pressurised Water 
Reactor. While this project 
for the next generation of 
nuclear reactor, has yet to 
leave the drawing board, the 
partners have invested con- 
siderable prestige in co-oper- 
ating on the programme. 

Merger talks are the result 
of the commercial strains 
which followed the collapse 
of orders after the 1986 Cher- 
nobyl disaster. In north 
America and western 
Europe, the order books for 
new plant stand close to 
Zero. There is a great need 
for modernising Soviet-de- 
signed plants in the former 
Communist bloc - but very 
little money to pay for the 
work. 

Only in east Asia, notably 
in South Korea, China and 
Taiwan, is there a real inter- 
est in building new plants. 
But these projects take time 
to develop and are often 
delayed by domestic political 
arguments. Particularly in 
Japan, environmental and 
safety questions have come 
under public scrutiny follow- 
ing a string of accidents at 
nuclear installations. Asian 
orders are too few and far 
between to compensate for 


the lack of contracts in other 
parts of the world. 

Companies have started 
work on only 16 reactors 
since 1990. compared with 
more than 30 a year in toe 
1970s. says the Nuclear 
Energy Agency of the Organ- 
isation for Economic 
Co-operation and Develop- 
ment. 

Manufacturers have 
reacted by cutting costs, 
including staff. Since the 
mid-1980s Siemens has 
reduced jobs in nuclear engi- 
neering from 10.000 to 3,500 
and Westinghouse from 
10,000 to 6.700. Framatome 
has mothballed factories and 
reduced its nuclear engineer- 
ing and construction staff 
from 6.000 to 3,000. 

But, with so few orders in 
sight, the Industry has little 
choice but to consolidate. 
The current round of merger 
talks is the most significant 
in the industry since ABB. 
the Swiss-Swedish group, 
bougbt Combustion Engi- 
neering of the US in 1999 in 
a Sl.Bbn acquisition. 

The industry relies heavily 
for profit on after-sales servi- 
cing and refuelling reactors. 
As in conventional power 
engineering this is where 
equipment suppliers make 
the biggest returns. With 
some 435 reactors operating 
around the world, after-sales 
senice and refuelling is a 
substantial business with an 
estimated annual turnover 
of between $10bn and 820b n. 
excluding the work utilities 
do for themselves. 

Replacing spent uranium 
fuel rods is the biggest share 
of the orders. A decade ago, 
plant suppliers could rely on 
utilities to buy spares and 
fuel from the original equip- 
ment suppliers, which domi- 
nated their home markets. 
But the growing commercial- 
mindedness of utilities is 
encouraging international 
competition in servicing. 
These pressures, in part, 
have persuaded Siemens and 
BNFL to start discussions. 

Equipment suppliers have 
developed increasingly 
sophisticated service pack- 
ages to cut the time for 
which a plant is shut down 
for servicing. In the last five 
years, the average down- 
time has fallen from about 
50 days to less than 30. 

These gains have been 
achieved by careful planning 
and integrating the work of 
sub-contractors into the 
tasks carried out by the 
main contractor to prevent 
duplication and waste. 

The equipment suppliers 

have kept intact their design 
and development teams, 
despite the dearth of orders. 
Teams such as the EPR part- 
ners have devised the next 
generation of plants around 
safety systems based on 
so-called passive devices - 
equipment which automati- 
cally corrects itself or shuts 
down in toe event of a seri- 
ous problem. Some of these 
features are already being 
incorporated in the latest 
construction projects. How- 
ever. there have not yet been 
any orders for complete new 
generation plants. Countries, 
such as China, which are 
still buying nuclear reactors 
prefer systems already in 
commercial use in regions 
with high safety standards, 
such 25 north America or 
western Europe. 
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SWEDEN • fay Tim Burt in Stockholm 


So hard to say goodbye 


Decommissioning 
is to begin, 17 
years after the 
vote to abandon 
nuclear power 

The Swedish government is 
next month expected to seek 
parliamentary backing for 
the legislation necessary to 
begin dismantling the coun- 
try's nuclear power industry. 

If the ruling Social Demo- 
cratic party gets its way, the 
first of Sweden's 12 nuclear 
reactors will be shut down 
by next July, with a second 
to be withdrawn from ser- 
vice by the year 2001. 

In doing so, the govern- 
ment would begin to f ulfil 
the terms of a 1980 referen- 
dum, in which Swedes voted 
to abolish nuclear power by 
2010. In the intervening 17 
years none of the country's 
reactors has been closed. 

The delay reflects the wide 
gap between the govern- 
ment's desire to seek alter- 
native energy sources and 
the practicality of shutting 
down some of the world's 
safest and most efficient 
nuclear plants. 

Industrial lobby groups 
and the opposition Moderate 
party have weighed in 


against the policy, accusing 
the government of cour tin g 
support from environmental- 
ists in the run up to next 
year's general election. 

They point out that phas- 
ing out the 12 reactors - 
clustered at four power sta- 
tions around the country - 
could lead to a sharp rise in 
energy prices for industry 
and force Sweden to import 
power from neigbouring Nor- 
way or Denmark. 

At present, nuclear power 
accounts for roughly half of 
the country’s electricity, 
with most of the remainder 
generated by hydroelectric 
plants. 

Although the government 
remains committed to reduc- 
ing the reliance on nuclear 
power, it is not so naive as 
to believe that all the reac- 
tors can be withdrawn in the 
short-term. 

According to trade minis- 
try officials, the government 
has decided to quietly ignore 
the 1980 referendum's 2010 
deadline for abandoning 
nuclear power. Instead, they 
say, it has opted for an 
"evenly paced" withdrawal 
based on an informal - and 
unannounced - timeframe of 
closing one reactor in each 
parliamentary period. 

Based on Sweden's four- 
year parliamentary terms. 


the nuclear industry would 
not disappear until well into 
the next century. That 
would allow enough time to 
build gas-fired power sta- 
tions or to increase electric- 
ity generation from alterna- 
tive sources, such as wind 
power and solar energy. 

Aware of the likely costs 
involved, the government 
has set aside SKiSbn to ease 
the transition away from 
nuclear power - partly for 
research and development 
into such new energy 
sources. 

But that has not appeased 
the industry itself. Sydkraft 
the private generator which 
operates five of the country's 
12 reactors, 1ms warned that 
it will take legal action 
against the government if it 
fads to win adequate com- 
pensation for the closure of 
the first two reactors. 

The reactors, located at 
the Barseback power plant 
on Sweden's west coast, 
account for around 30 per 
cent of the country’s total 
energy output 

Sydkraft maintains that 
the government has gone 
against the spirit of the 1980 
referendum which, accord- 
ing to the company, stated 
that nuclear power should 
be phased out only once 
alternative power supplies 


were in place that guaran- 
teed employment and met 
tough environmental stan- 
dards. 

in a robust defence of the 
industry, it has warned that 
the proposed closure of the 
Barseback I reactor next 
year could force the govern- 
ment to acquire coal-fired 
power from Denmark. That 
would, says Sydkraft. 
prompt an increase in the 
proportion of Swedish elec- 
tricity derived from power 
produced at the cost of 
harmful carbon dioxide and 
sulphur emissions. 

Although Sydkraft has a 
clear commercial interest In 
retaining its Barseback reac- 
tors, there is also a fierce 
political dimension to the 
nuclear question. 

The opposition Moderate 
Party maintains that the 
SDP has decided to phase 
out nuclear power only to 
please the envi mnmpntun y. 

friendly Centre Party, whose 
support it needs to maintain 
a parliamentary majority. 

Lars Tobisson, parliamen- 
tary leader of the Moderates, 
earlier this year described 
the government's plans as 
“economically and environ- 
mentally insane". 

There are signs, however, 
that the government may be 
ready to take a more prag- 







Nucfaar reaction: Sytflcraft has threatened legal action at the EU over the proposed closure of Us Barecback reactors n**n&>m»ou 

matic approach to the That could involve the output The pulp and paper planned but others 

nudear industry. transfer to Sydkraft of power union, for example, nas deferred “ perhaps 

Privately, officials predict production currently man- described the government s . 

that Swedish businesses will aged by Vattenfall, the state- intention to phase out ^ a lega j question 

be able to rely on cheap owned power generator. Fail- nuclear power as a place whether the 1930 

nuclear power for longer lag an agreement , Sydkraft day for the environment ana n7U eveo valid,” 

than they expect And they has threatened to take Its a black day for industry. senior law- 

pledge that Sydkraft will be claim to the European A firm of lawyers acting accoroms industry 


matic approach to the 
nudear industry. 


pledge that Sydkraft will be claim 
offered full compensation for Union, 
any losses arising out of the "We 
closures at Barseback. case,” 

Such words of reassur- "We c 
ance, however, have not won take ui 


ion. for some of Sweden's largest 

We feel we have a strong companies maintains that 
case,” the company says, the end result could be a 
"We can show that it will classic fudge, with the clo- 
take up to five years to build 


yer "The power industry 
has' certainly reacted as if it 
never took place and looks 
set to continue that way.” 


applause at Sydkraft. The the kind of natural gas 
company claims it has yet to power stations to make up 
receive any formal offer of the shortfall in nuclear 
compensation. And it has power.” 


made clear that it might pre- 
fer compensation in kind — 
power generating capacity - 
to a cash award. 


The company, moreover, 
could rely on an unlikely 
alliance of big business and 
labour unions to preserve tts 
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Suppose you could take the ashes 
of a used matchstick and somehow 
turn them back into a new matchstick, 
to burn again. 

You’d be burning the same fuel, thus 
increasing the life of your fuel reserves. 

And suppose that when you did 
this, 97% of the ashes could somehow 
be used to make the new matchsricks. 

At BNFL, this is precisely what we 
do with nuclear fuel. Because instead of 
somehow, we have know-how. 

At our Thorp recycling plant at 
Sdlafield, used uranium fuel that has 


been burned in reactors arrives in huge 
shielded steel flasks. 

The used fuel assemblies - bundles 
of fuel rods constructed rather like a 
packet of spaghetti - are taken apart 
behind concrete walls and the metal- 
clad fuel rods arc then chopped up and 
dissolved in nitric add. 

Using simple chemistry, we produce 
pure oxides. Uranium oxide can then 
be made into fresh nuclear fuel. 

Plutonium oxide can be combined 
with the uranium to produce Mixed 
Oxide, or MOX fuel. In this way, 97% 


of what would otherwise be high-level 
waste can be used to make new fuel 
capable of being burnt again - just as 
miraculous as turning ashes back into 
matches. (Of the 3% left over as waste, 
most is encased in concrete and steel or 
turned to glass.) 

This technology, developed and 
perfected by BNFL, has already- 
secured orders worth over £12 billion 
from UK and overseas customers. 

BNFL is a world leader in nuclear 
fuel manufacturing technology, the 
management of nuclear waste and the 


decommission mg of redundant plants 
- work that provides thousands of 
skilled jobs. 

To learn more about w-hat we do, and 
how we do it, come and sec us at the 
Sellafieid Visitors Centre in Cumbria, 
or write to: Corporate Communications, 
BNFL, Risley, Warrington, Cheshire 
WA3 6 AS or visit us at www.BNFL.com 
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Industries in 
glasshouses 


never sleep? 


Greenhouse 
friendliness will 
cut no ice while 
nuclear waste 
piles up 

To listen to nuclear industry 
executives, climate change is 
one of the best things that 
ever happened - to their 
business at any rate. 

Until recently seen as on 
Its was out in most of the 
industrialised world, nuclear 
power generates zero emis- 
sions of carbon dioxide, the 
most- important of the three 
greenhouse gases associated 
with global warming. The 
biggest source of carbon 
dioxide is the fossil fuel 
industry. 

Even if governments were 
to phase out fossil fuels, as 
Greenpeace, the environ- 
mental pressure group, 
wants them to, renewables, 
such as solar and wind, 
would be unlikely to meet 
the world’s energy needs on 
their own. 

The nuclear power indus- 
try believes this leaves gov- 
ernments with a new imper- 
ative to prolong the life of 
nuclear plants and even to 
commission new ones. 

The combination of a 
strong, global energy conser- 
vation programme, including 
efficiency improvements and 
increased deployment of 
renewable energy and 
nuclear energy, can make a 
significant contribution to 
reducing carbon dioxide 
build op. industry executives 
will tell governments attend- 
ing next month’s climate 
change negotiations in 
Kyoto. 

The thorn in the indus- 
try’s side in maWng’ a case 
for the expansion of nuclear, 
will remain the disposal of 
nuclear waste, to which a 
solution has not yet been 
-found. 

And environmentalist 
groups, such as Greenpeace, 
who want to dose the indus- 
try down, will do their best 
to ensure that it remains a 
problem. 

"Nobody in their right 
mind would think of adding 
to the problem if there 1$ 
nowhere to put the waste,” 
says Mary .Olson of the 
Nuclear Information and 
Resource Service, a US anti- 
nuclear group. 

Attempts to solve the 
waste issue in the US pro- 
vide an important litmus 
test for the industry’s pros- 
pects. 

A draft bill that would 
force the US government to 
build a temporary storage 
facility for nuclear waste has 
made significant progress 
through Congress this year. 

It would be located near 
Yucca Mountain, at a site on 
which the US government 

has so far spent $4bn - from 
a $l 2 bn fund levied on elec- 
tricity consumers to deal 
with the waste problem - 
investigating: its suitability 

as a permanent repository. 


But President Bill Clinton 
is likely to veto the plan if it 
is approved by Congress. 
The administration says it 
needs to complete research 
proving the site will make a 
safe repository because the 
temporary site would not. in 
fact, be temporary. 

William Barnard, execu- 
tive director of the Nuclear 
Waste Technical Review 
Board, a monitoring body set 
up by Congress, says it 
would form an essential part 
of a permanent repository. 

The first requirement of 
the site is the construction 
of a special road or railway 
enabling delivery of the 
waste in special casks which 
also have yet to be built 

However, the US govern- 
ment is under enormous 
pressure to coc’e up with an 
alternative solution by Janu- 
ary l, 1998. the deadline for 
the administration to meet a 
legal obligation to take on 
the waste piling up at 70 
nuclear plants in 35 states 
around the country. 

In the United Kingdom, 
the collapse this spring of 
attempts to develop an 
underground laboratory as a 
precursor to a dump near 
the Sellafieid reprocessing 
complex means efforts to 
solve the problem have to 
start from scratch. 

Executives at BNFL. 
which operates the Sellafieid 
complex, say that Nirex, the 
company originally set up to 
develop an underground 
repository, is “finished". 

But Peter Brettle, chief 
executive of GIBB, a consul- 
tancy which carried out site 
investigation work for Nirex 
at Sellafieid, Tears the gov- 
ernment is simply pushing 
the issue under the carpet. 
“At the moment it looks like 
it's in the too difficult to 
deal with tray’," he says. 
“We need to get it debated, 
out in the open because it is 
not going to go a way.” 

BNFL is confident it can 
solve the waste problem in 
the form of above-ground 
storage at Sellafieid. This 
coincides with Greenpeace's 
view that the waste should 
be disposed of in the open so 
that it is more easily moni- 
tored. But that is where the 
agreement between BNFL 
and Greenpeace stops. 

The new Labour govern- 
ment is still reviewing policy 
courtesy of the previous gov- 
ernment's decision to reject 
planning permission for the 
Nirex laboratory. 

But. having set an ambi- 
tious target of a 20 per cent 
cut in carbon dioxide emis- 
sions by 2010, it i$ under 
even more pressure than the 
previous administration to 
curb the growth of fossil fuel 
consumption. 

The amount of progress 
the US and UK are able to 
make on waste disposal over 
the next few years will clar- 
ify whether the nuclear 
industry is right to see itself 
as part of an environmental 
solution rather than part of 
the problem. 
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